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A ■- • ■ PREFACE 



Serhibn "823 of %he Education Amendments of. 1974 (PL 93-380) 
' requires a thorough study of :the manner in which the 
• rkative measure of. poverty for use in the financial 
a^istancfe program, authorized- by Title I of the Elementary 
,an^' Secondary Education-Act of''196S7~My-bgrmore accurately 
arid currently developed. •- ' ' 

*l3ha\: financial assistanceprogram is administered t>y the.Commissioner 
"of Bdacatibn, through the„jO§£i:ce of Education, Department of oHealth, 
Education, and Welfares" An important feature is the use of a formula 
prescrib^J)y--Section 103 of the Elementary and Secondary Education Act 
for^htT'Snnual distribution of Federal funds to school districts. A 
significant factor in the formula is* the number of school-aged children 
5 to l7 ih'Pbor families-^ within each school district. The^.measure'of 
poverty which is used, and' which is the subject of the study mandated 
by Section 823, is the Federal government's official statistical definition 
of poverty (also known" as the OrshansT<y, 0MB, Census Bureau,, or Social 
Security poverty lines). * • 

Other work related to poverty measurement has been called for in 
recent legislative acts. In the Conprehensive EJiployment and Training 
Act, the Secretary -of Labor is directed to develop *and maintain compre- 
hensive tjburhold budget data at different levels .of living, including, ■ ^ 
a "level of adequacy." Any, -such review ot the level of , adequacy must 
necessarily be closely related to measures of poverty. The Housing and 
Conrnunity Develo^nt Act of 1974 gives the-Seeretary of HUD authority 
to adjust the poverty measure to reflect local variations" iji the cost 
of living. The Conference Report accompanying it directs the Secretary 
to develop or obtain data with respect to the "extent of poverty" by 
metropolitan. areas and to submit such data to the Congress as part of 
a March 31, 1977; report. 

Because of the broad scope of the subject matter, coverage of the 
study of the measure of poverty mandated by Section 823 of the Education 
Amendments of 1974 was extended to 'include implications of the study 
firSai n'gs for the poverty-related programs of all affected Federal 
departments and agencies. The Titl? I program' of the Elementary and 
Secondary Education Act was given the most detailed treatment, to meet 
the legislatively-mandated specifications for the study as well as to 
serve as a primary example of application of the concepts of poverty 
measurement to Federal programs. The findings of the study are published 
in a report entitled, "The Measure of Poverty." An important objective 
of the study was full discussion and documentation of the major elements 
of currently applied and potentially usable' poverty measures. Material 
containing essential supporting documentation for the study was assembled 
as technical papers. These have been written to stand alone as conplete 
technical treatments of specific subjects. 
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The stu<?" was performed under the direct guidance of a Poverty' , 
Studies Task Force of the Subcommittee on the Education of the Drs- 
advantaged and.Minorities, federal Intcr-Agency Committ-ee on Education. 
Technical papers were pfeparl^d at the request of, under the direction 
of, and subject to review by the Task Force members. Some- papers 
are primarily the work of one. or two persons; these aTre. attributed to 
their -authors: Others result from the collective input ^f Task Force 
members or advisors .and no specific attribution is given, except ^ 
to the Task Force, as a whole. - ^ 

The -following listings show- members of the Poverty Studies Task 
Force by appropriate Federal departments arid agencies, and the titles 
and authors of the technical papers. % ■ ^' 

. ' This report, contains Technical Paper-XlV-,. Relative Measure' of 
Poverty^. It was prepared by Stanley Stephenson, Jr., Departanent; of 
Economics) Pennsylvania State University. . 

To obtain copies of the report, "The Measure of Poverty," or 
any of the technical papers, please write to: r 

Off ice'' of the- Assistant Secretary for Planning and Evaluation 
, Department of Health, Education, and welfare 
200 Independence^ Avenue,, S.W, : 
RoOTi 443D - South Portal Building - 
Washington, D.C. 20201 ' ^ ' ' 
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.pjef ining and measuring poj^effy has been an' explicit task of the 
Federal government ,£oE .mope-^ari a decade. ^Because a donsiderable 
.amount of Peder.al fur^s^e disbursed on the basis of thQ main poverty 
definition used ^^^-ffieigove^^ it is important periodically to 

examine the v^ay^verty thresholds are?established.« • . ^ ^ 

"this paper a main •concern is the compar ison of the present 
rTcial poverty definition with a relative measure of poverty defined 
as Ohe-half median family income. The comparison is made both concep- 
tually and anpirically and these- two aspects conprise the two major 
parts of the paper. Within^ the f irst ,part^ the conceptual section, 
we discuss issues common to'both poverty -measures , as well as the niea-- \^ 
sures themselves. Readers_who are less inter est^^ui^bacjtground--^^^ ^ 
issues /5udh as defining income^jnayjdsh-^feo^ parts of the concep- 
tual section. Nex£;_Jji-4:4ie^ 

^taridards-tor-gxamn^ the^ extent and. incidence of poverty. Particular* 
emphasis i^giveniAo geograj>hic comparisons' in the incidence of 
jwverty among families and how the incidence has varied between 1967 
and 1974. In add it ion ^we focSs^on how the choice -between measuring 
f^ily income on a national versus.^tate average affects^ tile _gec^ - 
graphical distribution 2f ^relative povertyT Such decisions it is 
sh05im,-rhave:5ignif icant implications lEor the distribution Of Federal 
funds based on poverty standards. 'The\)aper assumes some familiarity 
:with, the Federal government's official statistical poverty measure. 
Readers might wish to refer to The Measure.of Poverty , a rtepprt-^ 
prepared by an Interagency Poverty Studies Task Force. for additional 
information on this subject. / 

This pap^ was pr'jpared as a .technical pager to that report to 
provide further elaboration oh the subject^ of relative versus absjp^ - 
lute poverty measures. Some conceptual material common to all poverty 
measures is repeated here* for the saKe of completeness and because of 
^the high degree_pf r:elevaney to the subject at hai^.^ . - ^ f 

Selected Issues jm Defining Poverty - 



Pove|:;ty ca n be d efined in' economic ^terms or in a s ocia l or cul- 
tural context. In this inquiry we. examine only the former. Wx^hin 
economic definitions of poverty two central questions are: (l)fflow • 
is the' poverty standard established?. (2) How does it vary over'^time? 
^Depending on how one answers Vhe^^ questions, a relative or an abso- 
lute_def inition of poverty can be established. In the extr^e, jthese 
def initions reflect, respectively, concern for relative deprivation 
aftd minimal consumptiqn^^needs. In -either case a convenient method ' 
oi measuring poverty^ involves a measure of income, e.g., a per^n 
is^poor if-his- income-for a period is below that considered ad^ate 
for minimal needs or he is poor if his income is below a certain per- 
centage^ th.e average income for his ccxnmunity. Defining arid mea- 
suring income is thus central to defining and measuring, poverty. 
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Def ining Income .... i . . ; / ' 

./ Bec^use^ 'as will be seenV relative poverty ^feasur^s are bge£^ 
Cn-^prevai{in^ income and consumption levels, it is ws^f^l to^xamine 
Vanous c5ncet>ts and problems associated with measuring^inc^^ 
The-4iscuJsion that foUov^l is an attempt t?. raw together/ info^ 
allv! selected issues invplved in defining, income sihce^these i^uf' 
•S"^r cSnS are deter.fiined by income ,thresh<^lds/ ma/ alter PQ05- 
SunS' S of these issued are also d\scU^n>t^main b6d> 
reoort. llie Measure of/ poverty in 6everalJ:eafnical papers- ; 
S ;cS-eJat|ip^ 

definition ind the^mpare this income^ concept with theTotal . ^ 
money, income; coricejpt used ^y thC/Cen^us.* /j^.,^-^' 

Two theoretical approaches t<iihe..pr6blem-^of/ defining inpome . 
have b^en^eva-^pec^. The-^ iYst^ppxoach;iB^fr,jn ^^^^^ P?/''?n KS- 
1 iter ature;^^.is more concert|^ with^' ability t^tW-if r^^^P^^ 
approacKifbenef its ar,e If. usually consldered.in making t|x 
a^us^ts/tetweenMndivi^ils so as to achieve a degree of |f ai-r- , ^ 
'nei^i.e.-v treating .equally situated perspns alike. In this 'case, 
iSome for a.vear would- fefe the sum pf received wages,. winter est,, 
/rents, -divid'ends, /entrepreneurial income, and net income _gains, 
•buSSd nSt inciude-^thdcash value of food stamps received/or 
th-i/ealth hazards associated 'witl)> for i"stanc^,-a_u;pollu^ion. 



ali<"^^-with ^n attempt to fiieastire poverty 
Sir" John R. Hicks has writtenV / ■ - ^ 

The purpose of -Thcome- calculations in .practical affairs ' . 
is to q'ive people an /indication oL^^l^ie amount which they 
, -can consume without impoverishing-, thgnselves. : Following 
out tl/is idea, it would/seem that w^, ought to define a 
man'-s/income^ks the Wimum value he can consume durii^ a 
week; and still exr?ct/ to Be- as well off at the end> of the • 
. "week/ as he was at- the /beginning. 2/ 

Whe/her br not one-adfrees with-Hicks' obserAration. regarding the 
purpose/£f measuring; incofce, the main analytical problem is how to 
derive from his abstraftlon anjjper^tional definition of income^ ,/ 
A numh^r of specif ic 'issues must be^addressed in any such attq^ / 
These /includef -th^ t>d^period. over which income is measured, when/ 
income is measured, iev3tal issues which '^^y -^equue income to be / 
estiinated or imput^^, choice of reporting/ unit,/ and famijy saze / v 
Slu^Sts' SiiTistJof issues is selective/ yet touches on^most 
of the major corlceptual problems in defining /ncome. Measurement 
problems, especially ir/corae underreporting, ^re obviously related, 
.but are hot systematically discussed here./ / 

" • / • ' • ■ 
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iHicjcsr arbitrarily selects ^ week as a time^unit, yet there 
is np^eason why one'could not/refer to monjslily or ^to annual income 
pr-; ind^eed, to -^ven a lifetlni€f:| Note th^rwe refer to the week as 
the time unft in whigh we estimate incane, or thfe. "accountable 
pebiod.? \This is -not the sme ps how/Often.we measure income, or 
. the accounting period". 3/ Cqn^ider an example involving earningsr 
' a ,comp9rient ot income. I? one worker receives $10 per. day da a daily 
^ \basis for 20 days a mpnj^" and c Second worker receives $200 per month 
qn a, monthly basis, measured iricome c^uld vary between the workers - 
/ if^thpyjwere asked ^hat earnings they had received in the last dav, 
, or ,weekL ^But,^ if asked fo/earnin^s last month, -there would be no 
r ' differejice. K related issue is when income is received, or more 
_ eK^ct^yjr when the. receipt of income and'payment of expense is re-t 
, ' corded, j In the;, example cited, if the /first person receives each 
. d^y hisipay of $10 per day," his earniiigs for a 20 day month vould 
still 'be..$200.. If the second worker/ performs his job one month 
but is paid his $200 two months later, should the income and any 
, . expenses of. worker two be counted. f,br the month the cash is re-' ' 
ceived, a cash basis; or shoiild the net ipcome be a^sociat«3 with 
the month <in which thi' income was .fearned, an accrual J^sis. 

point is, that income is a dynamic concept whijCh implies 
a flow of 'net /receipts over tifne. | If there'are no changes over C 
timeiJ in relative prices interest rates and if the flow of re- 
ceipts is fixed, a first ^■'income definition is the* capitalized 
^ ' value of? prospective rece'ipts. If we vary the length of the /' 

. accountable period, then income may vary directly (more receipts) 
/ and indirectly (likely changes In interest rates and relative 



prices). If the- latter change, income is the. maximum amount one/ 
can c£)nsume in one period and 5tiU expect tp consume the same/ 
amount in each ensuing period. 4/ , "^x. 



/ 
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In the discussion of other issues in defining income, such 
as the imputed income from assets, it will be shown .that th'e 
choice of time period is a general issue that affects other in- 
come componehts. In fact,' it might be arg .3 that tiine is the 
most important aspect in defining income because a future receipts 

• concept of income recognizes both the 'futu. e consumption potential 
of a present investment and' the inherent arbitrariness of defining 

_income in relation to a particular si fee- of chronological time. 5/ . • 

Ex Ante Versus Ex Post Measurement.. ' / ' ' 

To^ the perceptive reader, it is probably cl4ar by^ now that the 
writer has focused exclusively on potential consOmption as estimated' 
prior to the beginning of a time unit. If^ poverty ^s defined accord- 
ing to ^income level,- do^w^ define a person as poor if he is expected^ 
to be poor or whether he' has been poor? The Lwo are related-,, but are 
separate concepts. v^ich have significant programmatic implications. 
Attention to ex ante or prospective income reporting is consistent 
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individual income expectations, f^rictxy spe^ y . ^tson., ~^ 
definitipn is an ex ^"te concept because income^? ^ ^-^^ 
cah-^xpect to.conlunra be ^f. ^^J^f ^^^g^^ these indi- / 
vidua! exipectations e. actually real izedi F ^^^^ 
exists: that actual receipts may ^f^gg' ^en used to ad- 
predicted receipts. '?»^^^^"^f^iiJ^'^°U^^W-equals 

•just income ex ante , is called income |l^'^™Sred Sly at 
^sunption pluircapital .a^^^^^ 30ciL 
~the end of -the accountable period, ^r P ^ objective, 
accounting, i^vcome oc^, is preferred bec^^ n»easured for a 

in^ such' a manner, hIStoriHal eqonomic progre^ cS^tains a consumf^- 
■ natfon. However, to the extent ex post "^i^too retains 

• ??pn estimate, based on subjective price ^stimte?,^t .g^^^^ ^ 

■=a degree of siibjectivity. For ^^^PO^es of ^^J^^^^^^ "especial- 
fyT?.hrSroK^^ ^rfifular p Jgp-als, 

- ■ Having establisheK^ that income -ri^ accor^^^^^^ " 
^of the tiS period account'-d we s^uld^^^^ 
several opinions •^fg^^^^^^.f jJ^J^ T^fJ^c .re based on short- 
. one extreme are anti-poverty H'^'^^J'^^^^ wecall problems 

the" availability of annual data. 

imputed -lricome: Tlie Valuation .of Goods and Sej^ices 

A^sWond issue in measuring ^^^^^ ^%f'jf'^f^^l^^ 

. consistent between '^■]f^^.^1^^'--^^'^^t they did, - 
- reason for petfect,Wet infomatlon , 

, Zfi^li^"'^^ ^:^e«]e£ls ^ite^, un^ort^ate 

* Satl^af fairs. for social income accounting. 




^ider the problems; of estimating the value of ecorioniic *. 
,actiyi€ies snd' compensation in-kind. The former may includei so- ^ 
called 'non-liiarket activities such as raising vegetables^ cutting 
:one*s hai'r^ or teaching one's children. Such activities may in- 
creasy the J.§vel of one's, consumption, and hence increase one's 
ii^come. Yet, the issue in question is the amount Of incom^ in- 
crease. Is time spent teaching a child to te valued in terins of a 
tutor^S'^^^eV If vegetables raised in one's garden are valued at , 
ftiarket prices, should a value be attached to shrubs or trees grown 
at home? Leisure time itself may have value in terms ofTbregohe 
earnings, yet what amount of non-work time is leisure and what ' 
is required to restore the body and maintain good health? Also, 
vrtiat is the appropriate wage to use in,yaluing leisure? Whether 
a :housewife. doesn't wofk for wages because she considers the 
^^vadue .of her time at home above the labor market wage or whether" 
she doesn't work because she lacks the^skill and. experience to be 
offered a market wage is very difficult to determine. Yet, each 
alternative implies' a different value of lesisure time. 7/ Other 
types of ebonomic activities which enhance ihdividual cor^umption, 
but: contain problems of estimation, include the broad range of 
government-sponsored services such as public education and other 
public goods which ^may not .have exact and direct substitutes in 
the private sector. ^ " 

\ Similarly^, consider the problan of compensation 'in-kind. 
Simons relates- a tale by Kleinwachter which is relevant. 8/ 
Two military officers of the same rank receive the same, cash pay. 
The first officer is stationed in the field, the second assigned 
to the prince's castle. The latter receives fine food, pleasant 
quarters, and accompanies the prince to the* opera. - Thus, one might 
argue that the effective income of the second officer exceeds that 
of his counterpart. By estimating values of his in-kind compen- 
sation, one.might even attempt to compute cash-equivalent values 
.for thesev^bods and services and add these.. values to his cash 
incone. But wait, suppose the second officer hates opera and is 
j_jillergic to^tjhe feather bed on vrtiich he must sleep. How then is 
his income 'estimated? . ^ ' o 

The sicuation is nearly hopeless because it is so. subjective. 
Indeed/: if one shifts attention to the current American scene, ~ 
vrtiat is the best way to estimate the value of the variety of in- 
kind economic activities and in-kind compensation which individuals 
and their families enjoy? The main point to this discussion of 
valuation is to suggest that, a single, theoretical]^ preferred, 
income concept may not have an exact and objective empirical 
counterpart. An important ;study that did »att^pt to estimate 
income7augmenting aspects of several economic activities is 
that, by Ismail Abdel-Hamid Sirageldin. Results indicated that 
full income, defined .to include market *nd non-mar'ket output, 
is distributed more equaUy than money income. That is, persons 
'with low money incomes tend to produce more non-market goods and 



services than high income persons. More explicit poverty impli- 
catiohSr' however, were not developed. 9/ ■ 

A second aspect to the problem of price estimation concerns 
corr5>atis^s1e?w2S4al and'^money income. Consider, for exarr^le, 
rSi^^l cost-of-living differences. ^^JtX'hail Se 

in two regions who have very similar tastes and initially have tne 
sL^ noJ^fnal income, and face the same ^'T' 
that is. they consume the same bundle of goods and services, ir 
SJer et^erlverage retail prices rose intone ^g^o" -^^^^^ . 
the second region, other factors being equal, the ^al ncome 
of consumers in the first region will have fallen relative to 
?L™e ii the second rSion. . ^he exact nature or ^mh c^es . 
is mainly empirical .and little evidence exists to date on changes 
in SnalTrice differentials. A -ecent study did find evi- 
dencfSat changes in prices for similar goods differ between 
iSlons, which^uggest that differences exist in real incomes 
between regions. 10/ 

' Presumably, the original Hicksian income co^cePt ^^^1^^^ no 
mone? illusion That is, if money, incotv,es rose in Jhe same pro- ^, , 
-St ion as the increase in prices of goods,- consumelrs would not 
be fooled into believing themselves better- off. 

Imputed Income: Assets . ^» ■ ^ 

incofie ex post equals consumption Plus the ch^Hgfes-^?-^ . „ 
value of th e in^vid ual's wealth. Excluding human capital7l?e-can 
dtiil'e weali. ^nS physical and* financial assets. The former may 
aisile^nsidered. consumer durables because they are goods which 
are- not totally used or. destroyed within the accountable period. 
R^a^f that income is not the Lximum amount an individual can spend 
i^a tiJS per iod. Rather, it is the maxinjum amount he can consume 
L ex^t^o^ as well &f after as- he was before the time period, 
ffs^r^on^^ption is from consumer durables purchased in a pre- . 
vious time period, then consumption may exceed expend i.ture in a 
period If expenditures are made within .the time per iod,~-then^ 
Sns^tion ZThe below expenditures. The i?sue is how to value ^ 
Se SsiS^ioJ of consumer 'durables when thr^e Problems arise: 
their time of acquisition may vary, their time-rate of utilization 
S!^ iear may va^. and the market for used consumer durables may not 
yield precise price information. 11/ 

Consider the case of owner -occupied houses. One argument 
calls fS^ i^ting a rental value and adding that value to the income 
of a lirsorSho lives in a home which he owns. The rationale is 
Sat r/c™ in a per ic^ a flow of ^-se. services fro. a house 
mirrhased in a previous period.' By considering the rental price 
fb si^fla "houses one c?n estimate the increment to the home owner's 
consSon. • Of course, if one is to impute a flow of service value, 
Sn^ne should also consider the costs of maintaining this service 



, flow so as to aririv^ at a new value of house consumption services. 
However attractive this step might be from a conceptual standpoint, ^ 
the inherent costs and administrative feasibility of such a procedure „ 
would certainly have .to be carefully examined. 

Consider next financial assets. These may yield a cash flow 
in the form of dividends or interest that should be* added to individ- 
ual income. In addition, the market price of the asset may "change 
between the beginning and the end of the period. Because the change 
'-^in the value of an asset in one period may affect consumption in 
that and subsequent periods, the amount of the value change should 
be added to (or subtracted from) our definition of income ex post . 



A similar value change may occur for some 0iysical assets 
due to shifts in relative prices for used assets and due to 
difference between assets in expected length of use. Moreover, 
the individual may at some time during the period sell all or some / . 
of the* financial or physical assets he had acquired previously. / 
The capital gains from such a transaction should also be included/ 
in an inccxne ex post definition. y'^ 

. A central problem to^imputing a value to assets is, thus,/ 
selecting what is an af^ropriate time period in which the asset 
As held. Taussig and Weisbrdd-Hahsen assume that the family^ sells 
and consumes net worth^evenly over its expected lifetime. /But how 
is the expected lifetime determined? Also, is a smooth annuity 
^return a reasonable assumption for all assets? 

* > » i" 

Jointly considering these three income aspects of physical 
and financial assets involves a considerable amount of administraT 
tive judgment and ^expertise, as well as a current and regularly 
updated set of prices. The New Jersey and rural income maintenance 
experiments did attempt to consider questions of imputed income from 
assets, capital utilization rates> etc. Based on these attonpts 
one author concluded that overcoming these judgment problems may 
create more problems than are solved. 12/ Instead, it may be pref- 
erable simply^ to consider the income increment from_phys-ical 
and financial assets as equal to a designated yield, such as an- 
assumed rate of interest times the value of .the stock of assets. 
Different yields may be preferred for different classes of assets. 
The feasibility of thfs "alternative is probably greater than the 
tedious set of steps desci ibed above and the amount of judgment 
involved may not differ very much. Either alternative, however, 
might be preferred tc the census practice of not including much of 
the income from assets. 

Imputed Inccane: ^.Transfers and Gifts 

Non-market exchanges of cash or goods and services between 
economic units may alter their ability to consume and, thereby. 
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to alter their Income. Some my argue "^'fj'./i^tf ^. 

^ot-hpr fhev occur between a government and an indiviauai or 
tet^?two1Si?lduals, should not be included in an income . 

X'L' nSl'aSlnttior.. To the reoiplent, th^re rs m orf- 

ference in the incranental consumption enabled t>y receipt oi 

cash from a family mej=er , a check from a we a^^^^^^^^ , . 

SfiLS ff\'iSie1ro: Juffi^ferf SMl? as aaiust^nts . 
for th€ private costs of these transfers. 

Imputed Income:\ Taxes and Government Benefits 

. It isiSieially-agr.e^ thtb\the ability °f;the family to • 

well-being^ out cne '•''"^^ , . ^V;' x-hp distribution' 'of govern-- 
^^n^^efl r;aX we'^Sri^L ^^^^^^^^^^ 

exactly how are ail paid taxes to ^nd local govbrn- 

reoor ting units need be defined. Also, cne xro ^ J' 
iSe is distinct from the census money income concept. 16/ 
SiSaar problems may exist with other types of taxes paid. 

. S.1af leri'tj'^nl^itMo^^^^^ ^^1^^' 

„thTe^4K^^iiri^^^^^^^ 
, L added to money incorr.e fetors transfers Fo oter types, of 

SfnS "^iX^^S^l^. S^s the:^ 
exacTJaSe of ^atioHal defense,%treet J ight provision, a^ 
TeS^Center concert subs id iesj A. r^^^^^^^^^ 

is that when private sector alternatives ^xisc, , . .^^^^ 

Medicaid, etc, estimates may be niade- of the ^"^^^tor sub- 

-an in-kind qovernment transfer. ,17/ When no private seccoi 
Bti?utes eiSt ?or government -expei^tufes, such as manpower 
Saining o^lublic- goods, ._estiirat ion. of the ^"S^^? ^ontr ibution is 
^re ip??b?LSical. 18/ Thus, we see that achieving the ideal 



:gpai of* after •tax ^ after-transfer incorie may require a consider-^ 
^le aniount df intermediate effort and judgment. 19/ 

Choice- of Reporting Unit ' 

The above discussion has been made in terms of an individual. 
Hpwfevei, recent economic theories, of consumer behavior have stressed 
' the family as .the appropriate unit of analysis. Conceptually , the 
inpprtant issue involves several persons within a family "pooling" 
;th_eir economic resources (including time). Because pooling is the 
lc«y tP the formation of an econctfnic unit, ideally a family could be 
conprised of any group of individuals who live together and pool 
economic resources, responsibilities, and activities. Note that 
ti> is concept^ of a family is distinct from the census-defined re-- 
porting unit of two or more r:elated persons living in a household^^^ 

Equivalent Income . J 

The definition of income we discussed above, consumption plus 
capital .accumulation, was developed in ter-ms of a single ihdivid-" 
ual. Having next suggested that the preferred uni^t of analysis |" 
is the economic family, we are confronted with the problem of how, 
to compare the incomes of families of different_sizes*. For example, 
if two families^_are similar in many aspects, including the same 
income, but differ in family size, an argument gould bp made that 
, the members of the larger family are less well-off thah menbers of 
the snaller unit because of the disparity in available per-capita 
consumptions. How otie answers- the question of vrtiat is an equivalent 
Income for families of different size is mainly an empirical issue. 
Still, ttje issue has inplicat ions with regard to poverty measure^ %V - 
ment. In the empirical section we again refei^ to the question a£^^ 
equivalency ^cales in measuring income. o _ \^ 

A main conclusion we come to in this section is that a simple 
operational definition of Income which would be accepted by many ^ 
economists would be the sum for a period of cash received, non- 
cash receipts which affect potential consumption, and the ex post, 
value of the services from the Individual* s stock of physical and 
financial assets. The cash portion of Inc^e Is thus: wages. 
Including wages from owned businesses, rents, dividends, interest, 
and cash transfers. In addition,, scMne value for non-cash transfers,- 
non-market economic activity, and Imputed yields assets would be 
Included. Gifts should be added. Tax^^ should be subtracted from 
this gross Income figure dnd Income equivalents conputed f or 'eco-: ^ 
nomlc families of differing sizes and locations. Finally, Incomes 
should be ^^usted for. price changes over time and space. 

This conceptual definition of income Is less cOTiplex than It 
could be because" several Issues are not addressed. These include: . 
(a) differential Inflation adjustments of the conponehts of Income 
such as the choice of the proper Inflation weight In determining" 
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^capicaitains on an asset sold /t the end of the Pe>^if ^ }^) apcount- 
• iS^riod adiustraents for ass^ acquisition (or asset sales) made 

' l^le SraS period, /| accountir^ ?|;^^fe,t?^f g^^^^^^^ 
^ aisiinq uish realized versus Accrued income, d) service flows trom 
tScks^of human capital not/alfeady counted in ^wages-^and. salaries, 
lS^(l) life!!Scle effects/ influence the variability of in^ 
Sasured ovJ a long peri^ These refinements are beyond the ' 

S ?his ^per! Stiii'; the def inij:ipn, includes the essential 
IS^entr^f fnSme and' as- such will sirve as a benchmark against 
■vrtiich to judge how inc9me .is measured in government reporting. 

CCTiparing Conceptual Income with Income as Measured 
by the Census 

' - At present, the practice ojTthe Bureau.,of the Census is ^0 
develop a statistical measure ofi annual money ^np^e as detern^ed 
either by the March Current Population Survey (CPS) or the Dec^te- 

' nial Census. The measure includes the sum of earnings, self-' - 

employed'^ income. Social Security and P^^ric ^^^^^^^^SpS 'li 
dividends, interest, rent, 'unempl9yment insurance and workmen sj 
compensation, pens ion.. payments, alimony and other tegula^rco 
butions from persons not in the household. 

How do these measures of income compare ynp^e concept-^al 
'definition we outlined above and how are p^j^erty measures thu^ 
SfSJed? 20/ ^ First, the link between 4n6Sme and poye ty is/the 
emphasis oTTcopsumption in. the Hicksian lJC?;S^.'5,!ff f ./^f - 
isV the neoclassical theory of consumer choi<^e-Jses a budget/ or 
income.c6?istraint "to separate all consumption combinations into- 
Snable and unattainffile bundles ,of goodsi. Poverty may thus 
-6e Se^ as the inability of a sperv3ing unit to c^cnjnand juf f i^^^ 
cient income-generating resources so as to be able t^^con^Ome what 
' sd^StJ Sslders a ininimally adequate burble of goods anc^ervices, 
HOW one measures income is thus very central to how one it^lasures 
poverty. V .■^> - '■'/"■ " 

/to the. extent that it is important 'tL define. poverti%ccord- , 
ing/to an ability to consume, the census/ income data ar?; an^inade- 
iSa(e means of counting poor persons for/ several reasons. First, 
S Liusting income to ^lect values 6t service from ^assets may . 
S?as wrd^easuces of poverty counts/ especially the/ number of 

Slarly, capital gains aixavlpsses should^e included. 
'leSndly, irregular income is totally/excluded which i/nder est i-, 
mISsincdne. insurance benefits ar^ a ca?e in points ^^'^1^.'.,, 
^ter iax; not before tax , income should be u5ed to njeasure ability 
tPiy^;,. ho wever, the c ensus ini^^e measures are available only • 
•with- income before taxes. To further complicate matters, the 
census adds the va lue .of cash trar^sfers to the pre-tax income. 
?rSSerpayment inclusion may be' appropriate if taxes, especially 
inS tS are also included;' but, to blend pre-tax income with 
Sfer^^ents overestimates' actual income. A fourth ppdblem 
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1^ that .the* census^ income definitions exclude rion-cash transfers. 
Clearly free medical assistance, food stamp bonuses,^ housing '^vouchers, 
tuition, payments, and school lunches enhance *^one's range of cdnsump^ 
ticH^ ciiolces and should, therefore, be included in an inccane"' defini- 
tion:. Also, employer -pa id fringe-benefits should be included.^ 
Piii^riy,^/^ goods and non-market services are not in- 

c|^y^ej|?in the census income definitions.' If poverty is defined 
iai 'h^Vt^ income^ feo consume what society considers 

a-mini^ adequate basket of goods, then a definition of income 
.should be us^ which adds the value of in-kind goods and services' 
Tec^iVed^^^^b^ the individual (or family) tqjhis'money income, 
tfee is how to value econom^ic nor?-market activities and 

cd^i^nsation and transfer's" in-kind; . 

We have listed a number of problems with the income data ^ 
currently \ava liable from census surveys, (Measur^ent problems 
:^;,4ata shortages preclude' iinmedia€e adjustments in' the offi- 
cial" income measure to account for many oiE the above issues. 



0efining Poverty in an Absolut^ or Static Sense 



Earlier we defined poverty as lacking the means to enjoy 
a potential consumption level at least as great as that ,deened 
m in unally acceptable to Society.: In this country, direct' 
consumption-based poverty thresholds are developed by extending 
normative food plans. As we shall see, there are a humber of 
methodological problems with this approach. Key aspects in the 
discussion in this section will be who sets the.^standard,. how 
^do they set the standard, and whether, variations are made over 
time. . / * . 

A, first absolute definition pf-poverty is-that obtain^ by 
choosing a certain c6hstant_dollar value to serve as, a poverty 
\ standard to compare with a repbrting_unit*s measured income. 
Such a measure is invariant over time, or^t- least invariant over 
the short run until a new standard is set. As we ^h^H-see^ in a 
later section, poverty thresholds set in this manner are still 7 
used today to^distribute Federal funds. The primary advantage 
pf . such absolute poverty standards is that they are convenient, 
^'^^gasy to reproduce, and fairly easily understood. Yet, such stan- 
*dards are conceptually crude and ^arbitrary. Adjustments in this ) 
^ poverty standard for' family size and other needs criteria are 
usually ignored. These reasons preclude serious advocacy of such 
absolute m'eas6res__pn other than practical grounds. 

A second absolute poverty standard, one that Is more preva- 
.lent in the poverty literature, is that associated with attempts 
to determine the cost of a physiologically-determined minimum 
bundle of goods and services. Presumably, such a bundle of needs 
is relatively invariant over time. The main problems with this 
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L^i^^r^ aVp t-he Choice' Of items to include in the bundle and how 
Wlll^rrent the cost'of the bu«31e. -There have been^-several ^ 
attS?sTo establish ^verty standards g scientific tech- . 
niq^ to derive 4he bundle of goods pr market basket. ^ . . ^ 

- 6ne of the first attempts tb set an absolute poverty s tan- " ' 
dard-Sse^ on a market baS^t was that of the ^^^-"^^^^^^^ 
&Z«a»-or Hic! turn-of-th^cehtury experiments sought to laenc.ity 
+Sf liAiJ^i dietarflevS of^^ that would fesult in no weight, , 
Strt rSht I'Ss? Z performed tests on Amer ican convicts 
— «kSL ^o Arrive at such dietary intake levels in caloric 

definition. of poverty. 21/ ' 

■ liiere are several problems with subsistence-food bas^ 
pbver^ Sf inttio^^^^^^^^^^^ th# obvious --^^^^^"^ 

b achieve suW sfcandards make this a very ^hortrrun poverty - 

• ^rpoioRal orice-of-food differentials, individua^accivicy J-^vc-"-/ . 

assistance, and'^ven edjication. ' °"? ?n spite of these 

r^e of "^,l<^'-^^f ;;^?!^3rFS^al1fatSlcaf aef ini- 

food plan costs. 

. fi 'iR^latively Absolute " Poverty Standard 

The current official poverty definition might be called a 
"relatives absolute" standard because it is absolute jn^he short 
Zl in rlA terms and relative over the longer run as food plans 
. Z oShefco^^nen'f change. The methbdology for- the official 
J^J^S^^^cfaSd vias developed ijy Mollie Orshansky in the mid 
?S^n 99/ • SsiSllvC the%t^ involves pricing a variety 
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M5^i^M==i3e^ intake levels, "economies of scale" for * . _ 
i^lfibreafl^ size, adjustflvents for age and sex of family head, 

i arri IfSft-versus n residence, are multiplied by three on the 

j^Ssi^tibh^tiiat food will. equal one-third of the total budget. 
;;{^ii^eli'rkn^ was derived from data obtained in one week 

JiTgl^S^^^^^^ ratio of food expenditures to after-tax in^ t..,^^ 

v8a^ at least two persons was one-third. ) These / 

.^3^t^nts result in 124 different poverty tijresholds depending . 

}fBhilyJsize, t and location. By comparing faiiiily income data . 

iff^ltiig^^ to th(B poverty thresholds, official poverty * , 

M^ivSency Scales in the Current Official Standard ' - ' _ 

vV^, element in Or^shansky's poverty thresholds is the ^ ; 

^ relationship between the various 124 p^^ For - 

j^^S|>le, in 1^^ ' \: 

^mth^tw children had a poverty threshold pf^4f5p5 v^ereas a _\ ; 

.secora four-]^^ family with one drild, but^^ 

-^ a,^l^ Presuma^bly, cbnsuropti^^^ • / 

lof tile tw0^ families are such-that incomes 6f the two f aroiXies are; 
^e^iVaient. Table 1 presents alSatqix of income-equivalent p^^ ^J- 
.cfntages.^!Phe four-person, noirfarm fknUy with tw chU^ . 
n^e hoiisehold head i^'the base family with^a scale factor of 100. 
Replacing one child with^^n adult increases^tl^e scale factor to 
104 \Aich implies that a poverty. threshold for the secgnd family 
• is about 4 percent above that for the base family. N^'he main factor • 
contributing to equiv^ericy scale adjustments is family^slze. 
These»jnainly refleptrthe cost of food for families of^d iff erent> . ^.- "^ 

sizes (and ccm^sttiori). ^ ^ 

The D^icular food plan chosen by Orshansky was prig inall^C . "i 
devis^^r families of two or more persons fran a pepartment of 
^r-iculture 1955 Survey of Food Expenditures and -previous work - 

"done by the National Research Council on adequate caloric intake per 
person. Orshansky generalized the food-pl,arfe to fit "representative 
family types." The underlying equivalency Standards tijus reflect ^ , 

^ estimates of equivalency in food intake. Families of three or mor<e^ 

" persons were poor' if their income was less than, th^.^e times the 
econccny food plan. For families of two< the multiplier Was not 3 
t»at 3^6, the inverse of 27 percent of after-tax/lncane spent of food. 
In situations where no fc^ plan cost, estimate' were afvailable such 
as for one-person Units, Orshansky h^ to malce an assumption, viz., 
that the food cost equivalent was 80 percent of that for a two- 

^.person family. The one-person adjustment y^as made subjectively. 
Both one-person and two-person adjustments were intended to capture . 
the notibri'that "...a straight per capit;i\income* measure does not 
allow for the relatively larger fixed c6sts that small household^^. 
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Size of Family Unit 



Number of Related Chlidren . 
Unaer 18 Years Old \^ 

None 1.2 -3 A.Xs - e of 

more 



.X 



NONFARM ' 
Male Head 

1 person (unrelated individual); 
Under ,65 years 
;65 years and^over 



53. 
48 



2 persons: ; 
Head under 65 years 

Heeri 65 years and over 

\ ... ^ 

3 persons ^ _ /^/. >^ 

4 persons 

^5 persons - 

6 persons 

7 persons or more 

^ Fenale Head 

' 1 person ^{unrelated individual): 
Under 65 years 
65 years and over 

2 persons: 

' Head under 65 years 
Heer3 65 years and over 
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Male Head 
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/ 65 yeari^ and over ' ' ^ 



X2 persons: 
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1 person (unrelat^ individual): 
Under 65 years * 

65 years and over 
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He^ under 65 years 
Head 65 years and over 
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""€t~e ll^'^o^X im^^^^^^ census lata New fo«3 
'olaS^fSd colts, and food expenditure information have also become 
liSiaSf aS being used Co update the components of the old | 
mpSure 24/ Yet the question remains as to whether or not the . 
S a^^piach to ^^i?^iw scale derivation in the Census-Grshans^y 
Sty^ounts is Se best Choice ava-ilable-. Except where^pr^cal • 
- Sistrative matters dictate, no one wants to returnr to the cf de 
2S arbitrary measures such as the 1964 Council of Economic Advisor 
?Sefty thfelhSd, ?3b00 f or^ a family and $1500 for ah. individual. 
yS! cLsiSiblfe judg^^^ remains in. the Orshansky approach. We tutn 
nw to Swof^ljuently heard criticisms of the approach: reliance 
Tno^nfeave Sod consumption ^patterns and lack of geographic 
?Ss?-of^living adjustments. We are particularly concerned with 
Sfvaliditi^f these criticisms in light of existing methodology 

• and. available d,ata. , , ,. , 

• For many^years, economists have been analyzing equivalency 
scale derSiJ^s u^ing actual^ n6t normative expenditure data, 
ff air iv conmon assumption in equivalency^ scale derivation is ta 
•conside^ fSies of different si^e who spend the J percentage 

4f their incomes on a set. of expenditures equally ^^11-of f . Pre- 
sumably, this assumption can be traced to Engel's origlsial 1857 
S of the relation of food expenditures to income level using 
"f cross-section sampl4 of households of varying, income levels. 

^ A Sor cSiusioHf Engel was that-^food^ expend itures^incr ease 
wiS income increases, but at a lesser", rate. Because of this 

> relationship, "...the proportion of the outgo used for foqa.. 
othe^ ?S being equal, is the best measure o^ the material 
staSa^S ?f living ^a population." 25/ ^e 's conclusion 
plus a general consensus that a-mmimaT food P^^" ^ould be esti 
mSed mor^ easily than" a subsistence plan combination of food, 

• SoSi^^ mSiaL, and- housing, were the supporting elenents 
to the idea^H^t a welfare income standard could be tied to the . 

- proSrtiorof i^a^^ spent on fooa^ However, there is no theo- 

• S^al foundation to Se assumpti^ that families which spend an 
2ual percentage of their income on a given item, are equally wel if 
S^! 26/ luShermore, the particular set .of expenditures in J 

. ^estBn may be def ined -generally, restricted tp Pfessities sud 
S foid - housing, and clothing, 27/ or further restricted to fooo 
Snn^28/ TS choice is' arbitrary. With these^strong quali^cations 
Sfwe SLt P^^^^^^ to demonstrate how an applied economistf might 
devS poverty threshold* using expervJiture survey data. 

ronqider for example. Figure 1 in which hypothetical Eng€ 
curvergra^ ca? representatives of the experv3iture/inc«he relation 
for f^iliefof si^es four and five, intersect an ' isopl^portif al 
line-^rain from the origin. Along- the isoproportional ^.jne ^con- 
stant proportion of income is spent on a P^J^icular set of^e^^^^^ 
.tures. This means that at -income levels Y(4) and Y(5),,eacn tamiiy 
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Incorne,^ in .dollars per period 



Figure 1 



spent, 30 percent of its 'income oh a certain .'set of iteinarflhis 
methodology assigns a particular family type, for ipstancejT^eTfaffllly 
of four persons, an equivalence scale value of MO. For five persons, 
> then, an equivalence scale value equal's (.[Y(5)/y(4) - 1] x 100) perceit 
greater than the family of tfour in order to , obtain an equivalent 'level 
• of econom?.c well-being. If the family. of foiir speht 30 percent of 
. its income oh food at a- $4000 income level, and the famiiyof five 
spent 30 percent of its' income on food &t a §4500 income level, ,then 
a five-person family needs 12^,5 j^rcent moreUncome to be- exactly ^ 
as well off as a four-person, family.- • • " s/^. ■ ■ ' 

' ' . . ' ' ^ U ^ : ■.. • ■■ •'^ . 

Abcordin^ \p proponents of this apprpach \to equivalency scale; 
construction, a main advantage ia that it is niore objective 'than 
cori^Hitation of needs stahdards^baaed on,hypoth#,ticar;budgets^. 
Alternative^ expenditure sets arid Enfel curve sftecif ications intro- 
^duce' some discretion. on the analyst's part, but\the use of actual 
- versus normative standards considerably reduces ^th^. extent of . 
- an^yst judgment. In other words, advocates of the isoproportional 
.methodology might say actual, fo^d expenditures should be.used, where- 
. as the'^A technique develops food -plan scales, on .the basis of what 
fbpdi should be consumed. , - \ ^ ■ ■ 

Table 2 presents exanples of four income-family size equivalency 
scales. 29/ Column (1) pr°esents the off icial poverty line which, as 
we mentioned, Reflect normative food p;Lan budget estimates with 
adjustitierits for smaU families. Columns <( 2) and (3)' fehow, respecr --. 
tively, scales based -on two bundles first identified by Watts: , f bod- 
alone and food, housing, clothing, and transportation. '. Seneca and , 
Taussig developed the scales for these two bundles with a methodology 
closely related to that of Watts' isoprop method. Finally rcoluran (4) 
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■Table' 2 r Equivalency Scales of Income by >j5mily Size 







. (1) 




(3) . ^ (4) 






Official 
, Poverty 
Line (a) 


Foqd 

Expenditure (b) 


X Polled 
Necess-ides (c) Scale (d) 



No Children 
One; Child 



Children 



TSiree 
Children ' 

Four 
^Jiildren 

Five 
Children 



1.00 
1.19 



1,52^' 



1-79 




1.30 
1.64 




1.00 


^ 1.00 


l.,07 


1.12 






.1.41 


/ 1.27 


1.62 


1.30 


1.86 ' 


1.40 


2.13 


1.49 



SOURCE: 

(a) U.S. Bureau of .the Census, Current Population Report, Series P-60, 
No. 81, Characteristics of the Low Income Populat (Wash- 
ington, D.C.J cSovernment Printing Office, ii*/!), I'lBIe^,-?. 20. 

- Based on figures for male head (under 65) nonfarm families. • 

(b) Derived from. Joseph J. Seneca and Michael. K. Taussig, Family 
Equivalence Scales and Personal Income Tax Exemptions for _ 
Children," Review of. Econc ics and Statistics (August 1971) 
Table 2, p. 257. 6ased on equivalences to a family. of four with 
an annual income of S3000 in 1960. Necessities included expendi- 
tures on food, housing, clothing, and transportation; a list first 
developed and- used by Harold Watts, op cit. 

(c) Same as (b). ^ ' nnc ' 

(d) /'Rainwater, op cit. Table 5-4, Column 2, pf 105. 

■ . • i 
■ shows an equivalency scale developed by Rain-.vater from survey questions 
designed to develop a response matrix of family size by minimum income 
needed to "get along." ' i , 

Several observations can be made regaidirig the entries in Table -2. 
First, there is a remarkable similarity between the scales developed 
wit I the normative food plans and those developed based on actual 



food expenditures. jBoth scal6s 'suggest that a family with five children 
needs about two and a half times the income, of a family with no children 
in order to achieve an equivalent level of well-being.. Therefore, the 
criticism of SSA dependence on normative versus actual food expendi^' 
tures ma^ not be important. There is, however, a rather substantial 
difference between -the food-based scales in column (2) and the entries/, 
for the food-plus other necessities in coluirai (3)' that involves scale 
economies." . . / 

.Scale economies refers to the possibility in economic production 
theory of achieving., for example, greater than a 10 percent output as 
all factory or inputs are increased by, 10 -percent. Thus, within a-,range 
" of producjkion,^ long-run average costs are expected to decline. In the 
present/6bntext, the cost of providing- food to orie persoh may involve 
purchasing a refrigerator, stove, etc., but tTie food costs associated 
with filing two persbns^ may be less, than twice the food costs of person 
one due to "scale economies" e.g., a second stove is usually redundant. 
The problem is finding out exactly how to" peg the equivalent family 
^ incQtrJes so as to reflect these scale economies. This is noL a new 
problem. MOllie Orshansky's 1965, "Counting the Poor" article refers/ 
to it severa-l times. 39ie SSA.poverty standard uses food plans and 
equiv3uLency scales associated with those plans that were developed 
by the Department of Agriculture. If one apcepts the premise 
that a food basket is an insufficient means by which to establish ^ 
a, poverty standard and that food plus other expenditures on items 
such as housing-and clothing are a preferred basis on which to 
build a poverty staridard, then the central question is how the 
scale economies in the fopd-basket standard compare wJLth the 
scale economies in the augmented basket * If the" p6r-j.ndividual 
savings ipfpurchasing and preparing f6pd are less than \the per-unit 
savings /in food expenses plus housing, then the present official 
standard overestimates the poverty lines of larger families. - * - 

In table 2, we may conpare the entries in columns (2) and (3) 
which show, respectively, the food alone basket versus the food 
plus other items basket. Seneca and Taussig interpret the difference 
as inplying that relatively minimal economies of scale are found in 
food consunption. Their finding lends empirical support to Watts' 
earlier comment that the official poverty line methodology inappro- 
priately assumes- that the saime scale economies found in food plans , 
apply to all other consunption item.s. 30/ Hie^tCsult is an upward 
bias" in official poverty thresholds, especially those for large 
families^ ' - \ 

■The fourth equivalency scale, that in column (4), is based on 
responses to a cross-sectional survey of 600 Boston individuals in 
a study directed by ^Rainwater in 1971. The data were processed and 
the 'entries in Table 2 derived using multiple regress^n techniques. 
Column (4) entries may be interpreted to show that Boston respon- 
dents felt that families of seven required only 50 percent more in- 
come thart couples with no children. This 50 percent differential 



needs of large families.. - . - ■ ^ ■ 

. • ■ TO Jl^rize, the rnain problem w^^^^^^^ , 
in the official poverty ^^rf holds s not n^^^^^ restricting 
food expe«3itures. The ^v^Ses only ?o fSod results in' higher 

Geographical Adjustments in Poverty Lines 

s^or^ critique of the ec^ivalency sta^^^^^^ 
official^verty lines involves 1??^ of geographical^O^^ 

differencS: One standard ^VS^SarapSirr^ ion, it is inappro- i 
and average retail P^^^es vary by geographic region^ , 

consider three alternative procedures. ' 

A first method of adding regional iM^"- , 

poverty lines involves the me hi^ '4 

to update the poverty l^^^s. Since 1969 the me^o^^^^^ line^ by th4 

^vefty lin- f 3\SSt^cs'1 S^^^^^^^^ fnd^rTLerit st^«3y> 

used by BLS.to develop the Consumer ^r icj i.^te^ 
that in the fo'^'^er study price indexes were maa indexes,,! 
class and geographic "region. The resultant set or ^^^^ , ^ r 
especially, those for nearly 
Dovertv lines regionally.; ^ The faults ■*'^^-?^^?*r7^^ 
Kfcal'to thffauks^of the present -^^^J.f^^f^^^^ 
the same equivalency "^^trix of^ver.ty ^ ^o begin.) .J 

{Admittedly, analysts may <3et)ate as to^^.sn ana ^^^^^ 

ST^f^tK^falTncSe^^^^^^^^ present; 



alternative. 



. • A second method of adding '«iT''"'^i'^he^^iSJttv'?tas;S;er 
to poverty lines also involves the »iJOi%?S?rnne wa^ i"" 

-ied^^u:i??"?.tri^~ 

then, overall CPI. price Ranges have oeen used to a 3 ^ 
&iTh4 srrftffsTth^r ^^tcS^i^Se^between ^ a«a, 

29 i 
^ 20 ,1 



49(73 food cost increases-WLer€,14.5 percent versus the total CPI price 
dianges of 6.2. Because^ poor families spend more on food than non- 
p(>6t -families, should the relations-^between foo6 prices and the CPI 
continue, it may be necessary tc consider the income distribution 

- consec^ences of the current up^atipg procedure. (I am indebted to 
Jan Peak in for pointing out that^fbod stamp adjustments to food 
-expenditures may be such thait the poor may not spend more on fopd.) ^ . 

^ Returning, to an overall .food price increase method, or some variant such 

^ as updating the^ food component of the poverty standard by food price . 
increases and the other canponents by a CPI less food prices, is one 
^procedure. ' A second procedure, one more in keeping with making the 
vcurrent standard more sensitive to geographic fopd price differences.. 
Is to Use the average annual retail food price information that is 
Currently collected by\BLS as an annual benchmark to food prices ^ 
in most of the same- locations used to collect prices to co43Ute 
fhe^CPI. Like the regional price index alternative, updating 
pipverty stafxJards by observing regional food price changes may 
-involve only a marginal ad jus.tment /in t^e present updating proce- 
dure. (BLS emE^iasizes that their prices are ^intended ^Bor time-r 
tb-tiine rather than place-to-place coiT5>ar isons.. However, the 
explanation contained in the BLS "Estimated Food Prices. by Cities,"^ 
sugdfests that the annual benchmark prices average retail prices of 
food by city, mighFTeTnarginll^^ 

dating poverty standards.) Most criticisms of these- alternatives 
are^ therefore, also criticisms of t-he present (or any) updating 
method. | 

^ A third -methodology for render ing the poverty lines more ser 
sitive to regional CQSt-of-iiving differentials is; that offer ed/fc_ 
Watjbs'in his "isoprop" paper. /Lacking price data. Watts was^till 
able to obtain substitutions iJetween items in a necessities/bundle 
by allowing local variation^ri tastes, needs, and relative^prices 
to be reflected i^i the sui/ of expenditures on food, clotning, 
andi shelter when the siujvs were computed separately for/major geo- 
grafe*iic regions. - Wat^^'' approach' involved alternative Engel 
curve estimates wither eg ional dummy variables when^tne dependent 
variable wasjneasured by different ^bundles of purjchased neces- 
^ sitMs. Regipn^f equivalency indexes were thus/derived from 
estiimlated^r^ession coefficients. . ^ 




L^ere may be other problems connected^with geografiiic'dif- 
fer^ndes which may make any of these tecl)niques ^impractical- or 
pos^i^ly administratively unsound. For;/example, geographic dif- 
ferences -in need, income, or consumption among neighborhoods, cities, 
and! counties may make differences among regions or states unaccept- 
able for public policy purposes. / 
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li'evertheless, the techniques mentioned here bear noting sinc^ 
they are related to analysis of differences in concept and applica- 
tion cf relative and absolute poverty measures. Geographic differ- 
or differences by family size, which reflect cpnsunptioh or 



ences 
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income patterns.iiay be. more closely associated with relative than 
absolute'pqverty measures. - '"^ \- - 

. *^:*parentSetical, comment is probably^in order at this point. . 
The use of the. current equivalency scales in the empirical section 
of -this paper is done so as to concentrate on the effects of r^.^^ 
placing median family income for the current standard. ^.The-iiiethodo- 
logical weaknesses in the existing ^ivalency scale derivations 
still hold. In subsequent research, the author hopes to derive 
alternative equivalency scales. 

We conclude this discussion of absolute^ poverty standards by 
reiterating that such standards refer to an estimated minimal market 
basket of goods and' services kept current in the short run by 
updating- the cost of the bundle by the CPI and in the long run 
by "altering the composition of the market basket. Several ana^ 
lytical problems in measuring poverty were discussed; these include 
measuring income, equivalency scale adjustments, and geographic 
cost-ot-living adjustments. The feasibility of altering the 
current poverty lines to reflect geographic price changes is 
relatively high in the opinion of this writer, but others di^ree^___ 

Changing the manner in which the government. measures..incQme,-waS-^ 

suggested, but this is not immediately feasible; many conceptual 
problems in defining income need first to be resolved. Several 
alternative family size/family .income scales were examined and 
compared -to the current scale used in the official poverty matrix. 
More research on and analysis of this complex topic irne^. We 
next turn to a fundamentally different concept of poverty. 

Two additional problems with the current official pbverty 
index were not stressed in the above review. First, the prograrfr- _ 
matic necessity of drawing a poverty line at some specific doiiar-; 
amount seems^to give these estimates an objectivity and spec loys 
accuracy that' is illusory. Other poverty lines can bej3eve]£p^ 
corresponding to lower or higher consumption standards. These 
can be bolstered with scientific surveys, but, retain a large , 
degree of arbitrariness. For, in the end, the choice of what must 
be included in the budget is made subjectively by the researcher. 32/ 

A second criticism concerns the means for updating the pov- 
erty lines. Although we discussed^ the measure as though food 
plan components were regularly updated, the fact is that the only 
way the off icial poverty lines have been kept current is to make 
annual adjustments only for price changes. No adjustments ^n the 
index are made to reflect changes in the living standard enjoyed 
" by the general population. This second problem becomes clear when 
' the poverty definition presented earlier in this paper is repeated: 
"Poverty (is)^ the-inability of a spending unit to conmand sufficient 
income-generating resources so as to be able to consume what^ society 
considers a minimally adequate bundle of goods and services .--Note, 
the refer^ce to social opinion. It is not likely that social 
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(^iniph regarding poverty lines increases annually according to the 
GPii. Re^l income, growth may Be v^at the non-poor coijsider when^ 
^estimating their economic well-being. . As the average income of 
s^ietyjgrdws/ or iSociety becomes more affluent^ "needs" that are 
per.ceived by society wiir also grow. 

Th*e claim that public opinion regarding povertyJiines.,rises__ 



'Over tiine has been made several times^jotably-mSnS^ ago by 
' ecOTomists Schultz 33/l:and--3<*nsOnr'^^ this is tru^^ then 
, j^erty is not best understood as an'^solute standard.^ Instead/ 
poverty: is a scx:ially relative concept, such that "standards of" 
p^erty yar^ fran nation to nation, from region 'to region, and from 
_: tiine tovtinie." 35/ 

— Empirical analysts considering the question of absolute versus 
relative poverty have sought to estimate the relationship between 
ch^es in poverty lines and changes in peal income. The studies^ 
may be grouped into two categories. First, Rbbert. W. Kilpatrick 36/ 

- ingeniou5lyexamined time, series, data showing changes in various 

- measures of income and how they affected a proxy for poverty line, 
|l?e^allup Poll response to the question: "What is~the smallest 

T^Tamount of money a family of four (husband, wife, and two children) 
\ needs each .week to get along in this ccxtinunity?" "Getting along" 
income is the poverty proxy. The secont^ category of studies^ in- 
cludes those which constructed time series; jof ^past budget studies 
and.-ccnverted them into constant dollars. 37/ 

\ 

Both categories support the claim that poverty lines increase 
with the rise In average income after controlling for inflation. 
This suggests that poverty is relative to social needs. 

These two criticisms of the present SSA poverty standard, an 
excess degree of subjectivity and failure to change to reflect 
social opinion regarding poverty lines, motivate consideration of 
an entirely different alternative poverty concept that is openly 
judgmental and adjusts for changes in real income. 

Relative Poverty Standards . , 

To many observers, poverty is a relative phenomenon that is 
best understood not by isolating a subgroup 6f the population, but 
-.rather r by viewing the subgroup in relation to society as a whole. 
Martin. Rein distinguishes three concepts of poverty: ^.subsistence, 
achieving.^^ndi maintaining minimum, consumptive levels; inequality, 
referring* to relative income* or relative cpnsimptive'aspects of 
•poverty; and externality, the social consequences to the community 
frOTi' having a subset who are poor. -38/^ Economic inequality and 
economic diseconomy concepts of poverty have different poverty 
. definitions and poverty measure implications than economic insuffi- 
ciency, the foundation of all of the absolute poverty definitions, 
discussed up to ncfw. It is to the former concepts that we now 
turn our attention. 
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. ■ The current official poverty concept inipjies that fj^y income 
4e a «rov« for suff Iciencv in consumption. Therefore, a great deal or 
• ll^r^r^itfl" Sween. the current -st °-f co— 

' a oarticular bundle of goods and- an income threshold. An alternative 
. viS iniS ?hf families' income level in comparison to other in^e 
' levels should be used to develop a-relative measure of poverty. The 
isSltion of the poverty-is-a-relative school is that there are 
Sic levels of well-Ling attached to different ipcome levels. 39/ 
HoSier? t^e relative view of poverty and the consumption potential 
_aspect (Lf poverty are only indirectly addressed. 

■ 'The Lowest t>ercentage 

" PPrhaos the most purely relative poverty standard is that income 
^ cue- Jf ShSh incSes^^he lowest 10 oV 20 or 275-percent of the income 
distribution. Choice of the exact percentage_is_arbi±ra2^^^ 

this definition is unambiguous and can, easily beTepodnc^dr-— ^ 

Furthermore, it focuses poverty policy debate on income distribu-^ 
SrZis'fi^using is SnsidLS a i«int in i^ favor by P-po^nts ^ 
.of this standard {a«3 a point against by its .opponents) . _ln some 
ways, however-, the lowest percentage of the income distribution - 
is nit really a ki«3 "of poverty standard. Its" main purppse, pre- 
" ^ s^Jy Ts to measure th^ con^sition of the bottom taiL of the 
income^distribution. By definition, the incidence of poverty 
under this measure is unchanging. 
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Income Shares 



A next refinement in purely relative poverty ^tanda^s is the 
share of total income received by some portion of the population 
with the lowest income. Using this method, a-constant amount of 
^verty will be counted,^ as long as the shape of the income distri- ., 
E'rSains unchanged. For example, for a number of ve^f^^ 
, of incomes received by the poorest 20 percent °f ^he U^^pulatipn 
' has ailunted to roughly 5 percent of the income t^-fbr the country. ^ 

/ This measure of relative poverty was begurilvell before Uie 
developnent of the official measures, ^'o^-^'^e^rly sixty years, 
economSts and statisticians have compared cumulative incom^^^^ 
butions-to cumulative distributions of families. ^This analysi?, ^ . 
knoin as a Lorenz-curve analysis, has been used, however, to study 
poverty only indirectly: income distribution analysis and deviations 
. from normative distributions are the main issues. .^°thing is said 
about how poor is poor, either absolutely or, relative to meflian _ 
levels of living^ 40/ 

Thresholds Bas^ on a Percentage ,of Medi an Family Income • 

some poverty researchers, especially Victor/ Fuchs, have advocated 
defini^ afpoor any family whose income is less than- a fraction, of 



ine4iai) family income. 41/ The exact value of' the fraction is arbi- 
trary, but .50' percent oT median family income is often proposed and 
is ^ cohveirvient figure for expository purposes. • _ 




V Proponents of the median income poverty standard list, several 
advantages of this definition. First, it is argu*3 that poverty in 
a-given year should be related to the annualroutptit of a nation. 
The Median tincome definition relates poverty to changes in real 
incoiiie, vAiere real incone is a proxy for changes in productivity 
Secondly, use of median income poverty pin{)oints national concern 
for poverty on the issue of incane distribution... This point follows 
. fromlthe advocates's belief that the main issue in defining poverty 
is inequality, rather than absolute deprivation. More specif ically, - 
the point is that with Lor enz- type/measures of poverty the entire, 
incdde distribution is taken.intp/considercition, whereas' with the 
Fudis-type, poverty line depends only on the shape of the distribution 
"only ;among the lower h^f of /die population. 42/ In addition, the 
•Fuchs measure focuses attentlpn on the income gap between those" who 
-have-^the-leaat_and those Who have, the average, an ord inary manf 43/ 
'a third point raised by/proponents of this standard is that theirs 
is arf^bjective criteHbn of poverty. Use of a statistical measure' 
Eliminates d'ependenpe on the considerable "amount of judgment 
required in poverty standards based on budget studies.. Judgment is 
still required in the median income standard;, but it is explicitly 
judgmental. "Thus, policy debate could focus on choice of an aj^ro- 
priate percentage of median income or other .distributional considera- 
tions. ^Finally, if poverty is defined according to ^absolutely 
fixed standard, then poverty might possibiy be. "eliminated" in only 
a'^tatistical sense because of the inability d'f the poverty standard 
to qirow a^ fast as increases in the needs of^ individuals. 

/ ■ ■■• ^ . , 

-^veral criticisms have been raised against relative poverty 

'Wasii'red as a percentage of median income. First, this variant of a 
ee^ative poverty definition addresses income distribution very poorly 
sitoce it selects only one point on the income d ist'r^b'dtion. If" 

" shabe or relative skewness of the income d istr ibut ion" is a concern, 
it"^i^ not clear that the median income concept of poverty is suf- 
ficaeiit^.^ This deficiency can be mitigated by consider ir^^gwerty 
gaps,"\the amount of money needed to bring all persons ;up topevgr^ty 
threshold. Secondly > although advocates of the median income definition 
critici^ the present standard of poverty for the amount^ of "excessive 
judgment! required', there are many judgments in the m^ian income 
standard.! For instance, what is the most appropr iate-^fraction of 
■median interne to select? In addition,, in measuring, median income, 

\should on^ select state median income or national median income? 
Pis we shall -see, the choice has substantial effect's on poverty 
counts in individual states. Also, should separate family median 
incomVmeaSures be made for families according to sex of family head, 
ethnic drlgin, family size, and age of head? Similarly, the methodo-. 
logical issues reveiwed earlier, such as appropriately defining an 
income measur¥'^r developing equivalency scales for family type or 
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■ -q&raphic area, are still-problpns. in' the median ^^'^^^.'^•v, . . 

■^nafh.point/hbwever; is^t such <?^<'^}-<^^^^^^^^^%^^^ . 
; Mm that poverty is relative, to soeially s^t needs, f}^^' . . 
'■^vifiat some persons feel is the most serious criticism of the^iau- 
..Sf^on^pt as a poverty sta«3ard is the chance 
\ might count fewer poor if, for some reason such as a reces?wn,x:U,e 
rSerM -income median fell even though more^ilies were absolutely 
rkwofse off than before. Actually, tmis- possi^Jity-.is n^t that ^ 
I Vc^rtainr -it 'depends ort what happens to the other parts of the income^ _ 
' '.diktribution. 

1a Final Note on Absolute Versus Relative Pove rty Measure / . 

1 \ in some ways the absolute and relative measures of poverty should 
•be considered not as alternatives, but as complementary means of evalu- 
kting a similar. problem.' Income inequality and absolute deprivation 
criteria are both important aspects to consider in measuring anti- 
poverty progress whether they are due to specific social legislation ^ 

dr overall economic growth. * - ' ■ 

s „ ■ ■ ' ■ -. 

1 The idea that both relative and absolute iwverty concepts are . 
important is associated with the idea of a poverty bandnrather than 
alpoverty line, ^o one precise dollar- f igure is eq^y valwa^fof 

- ail uses. One authority, Lester Thurow, observed, "GivenH^e data 
iiiadequacies inhe'tent in any income measure and the estimating _ 

- errors"aat emerge, whattever , def initi?on is selected , o the search .for ^ 
4 Kngirpoverty line i§ Utopian at best." 447TH«*everr his^poinc.^-- 

should not be interpreted as suggesting thaT-the goaj of <3ef ining 
aiicl measuring poverty should be abandoned due to lack of refinf" ^ 
iSle data^nd othe^ particular statistics. The present standard 
of poverty is necessarily yefy specific for some program needs. , 
It ban be improved in several ways including better income data, . 
revised 'food plans, and consideration,of alternative updating pro- 
ciures. Irf its present form, it is an absolute measure of poverty. 
However, if a poverty -Standard reflects-:the norms of society, and 
presumably society can express their opinion via the political 
process, then the present SSA standard of poverty can be accepted 
for the time being as the social definition of poverty. 45/ The ^ ^ 
—important point is the time frame of reference, yet the^Ts^ue bears 
further examination. , . . ^ 

An -empirical investigation of the absolute versus relative poverty 
issue is found in the Kilpatrick article referenced, above. W To 
examine this issue he used time series^data relating changes in povert^y 
= li^s^er time to changes in income. ^Un^er^ an absolute standard of 
• poverty the poverty line is constant (in deflated collars) ...Tnat . 
•is, the percentage change in the poverty line associated with the 
percentage in income, a definition of the 
' 'poverty line, would be zero under absolute poverty. Under a relative 
Sa?d of ^«verty, the poverty- line changes in the same proportion as 
average income if the relative income distribution is constant. That 



is /to find a value ,the ii 
e^ai to one would-be consir 
<iesulfe were that the inc 
d*6 , rather than iero-or 
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elastic i/y of the povert/^line 
with relative poverty, ^ilpatp^ick^s . 
e elasticity dl the poverty, line is/about 
ne. This conclusion is consistent with 
studies of budget study changes and income changes (fone by^^rnati, 
Smolensky^ and^ pther^ The main point' is that poverty lines^, measured 
either By people's/opinion regarding jnqney ^needed to gee along or 
by expert 6pihi<^ regarding the neceiSsary conp6sition,^£ a bundle of 
goods, is deterraiiied by a combination of conj^^rns ov^ both absolute, 
and relative £Jonditiohs. 47/ 

Coiiclusion/Of Conceptual Section 





; ' Xn this paper we have reviewed^'several issues in def ining 
/ppver^ty. First, we found the incofie^data/ to be^deHcie 
"for ^constructing a conceptually *,Sound es^timate of income" for purposes 
of^ identifying a potential con^jkinpt ion* th^ the^etical , 

work .arid additional data is-n^@eded to improve measUr^ incoftie. '^Among 
immediately feasible change^ the most critical commeht^=^<^£recte^ at 
' the current official poverty standard were in the s^c^tpns dealirjg p 
with iequivalency scales ^nd the short-^run procisdure^ tis^ to change 
the standard over time/ ,dnder lying some of ^he criticism of the \ 
current poverty standardr one of a group of "relatively ,absolute"\ 
mar Ket^ basket poverty standards,/ was- the implicit sugi^stion that! 
another .poverty stand)ard be considered. A major alt^ernative is a j 
measure of relative poverty which stresses relative/ deprivation 
crj^ter-ia-. — / / . ' / . 
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Ideally, a poverty standard should include nfinim&l provision of 
sic needs plus^ inequality considerations. However, no single ideal 
measure o£ ppverty was found. One relative* poverty measure, a'per- 
centage of med^an^^ income /was found by the aubnor tp have certain 
advantages over other relative poverty stand^^ds for,scffne applica- 
tions. It hSs been merjiioned by others as a^feasible alternative to 
the current/off icial measure of poverty. \Several Federal programs 
already make use of this relative measure.. For these reasons, 
©npirical/work will focus on compar irigjhe. curr ent standard-with a-^ 
poverty^standard based on 50 percent of medi^^n family inccxne. 
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V '-r- ; ' EMPIRICAL SECTION . ' ■ . 

K -Tte^ir^st fsecUon presented twamain poverty Hij^'SS'rJ^W 
^??f?lf lwertv lines and 6n^half median family mcom^ ^"^^^t^ 

tKiliS sSuoSTe^^tvalency scale P'^*l»=„«!!?JJ'tS:l?SiS'to 

IntTfor different family ^^"^^t^^^^^J^^ 

Sse of therincreasim "se of state median income as a standard 
"^on wtiich to disburse, Federal funds. i - 

, ' ln.this empirical.section, the first f '^J^'^^g^f^^rtsv^ 
demographic characteristics of the P90'^^ J^^^^f^^^^l^r 
wfco^^trate on the geografiiical distribution the^g^r 

^ latter two. using 1970 C?^"^,^^^^' Plg^^gS^ific"^^^ 
-policy-rele^gnt empirical an^^^ SJrpgverty 
-^^?:?^Y^^-and-the^^^ Title 



lSe?i^?u^s1^^dTcS^^^^ ^ 

Ife^^ftar^a^ S^^^^^^ distributions' according 

to absolute versus relative poverty. " 

Characterfeticsof thePoorW . ^ ' ^ 

Th/current Official Pov erty Standard ' - \ 

' ' -i ■ 

The.Number of Poor and Incidence of Poverty in 1973 
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^tal Nunter of Poor Families ba/ the Current Poverty Definite and 4 
Pwe£ty bef^ton^b^ Year and Selected Characteristics (in thousands); 



Curzait 



1968 



.Definitdon (#1) Median (#2) #1 



,197(rr^ 
12 



1^73 
#1 #2 



Ms^^^jMiJ^M Poor F^arailies 



51)904 
5043^- 



"7874 - 



^ >5|e:o£ Family Head 



'1667 
2093 
1280 



1200 
3843 



2732 
3099 
2043 



1895 
5979 



53174 
5214 8220 



3702 6066 
1925 2786 



3282 5499' 
1932 2721 




1823 2874 
3391 5346 
2773 4249 



1070 2223 

1030 1634 

765 1070 

2292- 3166 



1840 2983 
2274, 3307 
1099 1929 



1167 1843 
4047 6377 



54549' 54374.- <^ 55053 t . 

5305 8639 5075 8013 4828 -8064 * 



3753 
2022 


6376 
2977 


" 3441 
--^ 2109 


\ 

5810 
2946 


3218 
2079 


5805 
3017 . 


3205 
2099 


5589 
3049 


I 

2917 
2157 

<> 


5178 
2834 


2635 
2192 


5110 
2953 


^1706 
3599 
2888 


2903 
5735 
4490 


1455 

^ 3619* 
" 2938' 


2556 
5456 
4416 


1308 
3519 
2825 


^2617 
5446 
4356- 


1085 
998 
726 

•2423 


2330 
1646 
1090 
3432 


1005 
1047 

662' 
2330 


2033 
1633 , 
956 
3311 


879 
999 
602 
2330 


1929 . 
1564 
959, 
3532 


1909 
2211 
1183 


3164 
3484 

1988 


1869 
2168 
1036^ 


2575 
3497 
1939 


1840 
2023 
963 


2734 - 

3414 

1915 



1061 1875 
4244 6764 



879 1643 



^828 1740 
4000 6324.. 



r^^URC^: Special tabulati^$hs by the Census Bureau 



4196 6370 

from the March Current Population Surveys of 1969, 197J , '19/3, and^974; 
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47: Jrfe of Pooc Families by the Current Poverty Definition ana a Relative 
^ r poverty Def ioitioA by Year anc3 Selected Characteristics , / 




1968 Current 
Definition 



Hediah («2) 



1970 
#1 



«2 



1971 
«1 



«2 



1972 
#1 



,#2- 



1973 

#1" ;t2 



P^^^|^^i^^rfF«iili0s ' 



9.73 



^^SixiSflBiSdly Head 
FmaairjieaH^ 



Fandlifis 



15.20 



12.61 



9.81 15.46 '^9.73 15;84 - 9.33 14.74 ' 8.77 14 i 65 



7.80 




12V78__jL7^--i3,12 — 7;io^;ii;98 

25.00 36.81 25.65 35.83 



n.76 
42.41 



6i70 
31.20 



11.69" 
45.32 



6.U 
32.66 



10.84 
42.91 



6:58 U.87 
24.25 35.19 



'5.46 10;59 
32.23 43.41 



^Frwfiwefof ^Oiild^ , 
X- VKy learn thaii 18 years 8 . 01 

^ fchil^ren'lese than 18 yeare 21 . 02 • 

:.S3uldrm: 5^17 y&irs U . 56 



)i|btk ifiNpeorienoe of fanvily Head 
>3|Viil-tJj«e fOT full year 
T^airtima for part year 
';ftMftT<i« 
bid fibt vork 



^^^mixr ot'-J^rnstB in f^andly 

/2 +'eartiiBrs 

Agc;df fiaroily Head ^ 
Jiiged 65 + 
- Hon-aged; 



3.96 
13.06 
22.98 
29.56 

31.35 
10.82 
4. '72 



12.54 
17.17 
17.30 



'7.44 
20.12 
32.05 
41.29 





7.97 12.56 
n.20 17.65 
11.44 .17.53 



3.21 6.68 /3.21 
13.01 20.6> 12.43 



7.26 -12.3§X 6.18 *10.85 
U.60 18y«8 11.75 17.71 
18.16 ^ 11.98 18.01 




24.45 Skl9 
29.35^0.58 

n.ll 50.41 
11^81 17.18 
3.92 6.88 



16.07 25.37 
8.81 13.89 



22.60 
28.68 

30.06 
11.00 
4.21 



6.89 
20.50 
33.90 
40.63 

49;81 
17*34 
7.07 



14.02 24.77 
9.03 1^.39 



. 2.93 5.92 ' 

13.62 21.23 

» 22.35 32.25 

27.31 ^538. 82. 

34.72 47 .%5 

•10.69 17.24 

3.60 6.75 



11.58 21.65 
8.96, 13.61 



5.^3 10.87^ 
11. 36 "JL7.58' 
11.41 17.60 



2.52 . 5.53 

13.86 21.68 

19.67 31.30 *• 

25.95 39.35 

31.84:; 47.3(0 

10.32 17.42'' 

3.24 6.45 



10.51 
8.48 



22.08 
13.40 



WURCEt Processed frcro ^ial tabulaUons by the Census. Bureau for selected years March Oirrent Population Surv^. 
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gi^: -pooc^' families out of a total of eleven, or 8.8^'ipercent of all 

W'-'- "famil|es,;^^ ^ -y ^ ^ ' . - 

>: T^le 3 shows that, tKire were jnore poor white families than' 

l^v , 'noiirwhtte families^ but^ within the respective categories^ white 

gr; , ard noli--vAiite families^ the incidence of poverty is four times ^ 

* greateif for, non-white families than for white families, A similar 

5^ -situation opcurs ,feor female-headed households; there are absolutely v 

/ more p&T. male-headed families, but the incixJencB 'of poverty 

4 / 'aj^ng^fffe^ families is nearly one iri\ three families, 

'k^^ Families with heads Gver '65 years of age and families with no \ 

f," . earners in 'th^ family also had relatively small ^absolute counts 

|/ aria'ij^e^^ large poverty incidence, ,\^- y - 

MS^- Ghang^'in Ebor Counts and Incidence Over Time \ , * ^ 

Althougfi only a few recent years of data are shpwn in Tables 
3 and 4 in this section, sev^al^iTnp^irtant changes can be' noted 
which are 'indicative of^ longer t^nds reported elsewhere; 49/ : 
For. example, between 1968 and 197> there was an overall^ /downward, " , 
trend in the number 6f poor families, and the^incidence,c^f poverty 
.in families. Declines were sharp in the num^r and incidence of 
j^erty. in families with a head over 65 ye^s,of age. ; Nci^eworthy. ^ 
exceptions in-^lude'^a reversal in 1970 in the numbet of poo^ faitii- ' ^ 
-lies, perhaps because of the 1969-.170 recession, and^ a steadily \ ' ' 
rising count of non-v^ite and fenale-headed poor families. "^A " ^ 
note of caution should be added. Foj^/ease of .iposition, poverty ^ . 
data is presented by sepat ate "character istics. Black families^ 
headed^ by fonales^may have^a high incidence of poverty, but we can- 
not unambiguously make such a determination f^ora .these tables: 
'We can only" discuss the seE>arate attributes. ^ ^ *t> * ' 

A Relative Poverty Standard Based on Media^i Income 

The Number of Poor and the Incidence of Poverty in 1973 

la 1973, the current off ici'al poverty income* cutoff for a non- 
farm family of four was $4,540; ,fnedian income for a U.S. family 
of four was $13,710. Hence, the median income concept of poverty 
may shift the-poverty income threshold, above the current poverty line, 
if one selected for a percentage of median income in 1973 above 33 
'percent. For differentia^ characteristics of families vfho were poor . 
in the two alternative poye^ty definitions, it would be more appro- 
priate to select each year a percentage of median income that^did not 
. raise the median income poverty line above the official poverty lin^. 

There are three reasons a fixed percentage of median income is-prefer 
able: Any percentage is in some sense arbitrary; administrative use is 
more likely to be with a fixed percentage? and Fuch^s original suggestion 
referred to one-half median, income. For these reasons, we use a fixed, 
.percentage, one-half median income, as a poverty threshold. 
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Perhaps the most striking comparison between the twadefi- 

hitions is that there are about 60 percent more poor .famjli.es 
. 5kng the/medi-an inc<3me poverty sta-ndard tnan the current poverty 
" staiSard. Specificaliy, Tn 1973, in 55 milUon f^.ilies, 4.8 ^ 
• miliiortwere poor using the cur rent" off iSial thresholds, while 8 

miilibn were poor using the median.family -income i=t|pdard. In other 
, charactecisties> -the two "poverty standards were sunilar ,^but not^ 

eUtlvWsamk That i.s, the absolute number of poor "^hite families 
:2Sd^ tl^ Ser4 nin^wh'ite poor familic-, even thoughthe 

.eiative inaidence of poverty among non-white ^^^^^^^ , 
« that of ^^hite families. A- similar pattern occurred, in female^^ 

.and' aged-headed families, while a slight dif f erence .existea^be.tween . 

the two' definitions of' poverty *in. the inc^idgce £f.. E»^5Jty f pr the 

characteristics of race, sex, and ag^^ of head. , The difference is , 
: -one of degree rather than of direction. For exait^le, within, the 
. current definition the relative likelihood of a white family 

being poor is,6.6 percent, which is about one-fourth thf relative^ 

* nkSS of beinTpoor if the'family is non-white, .^n themedian , 
income standard, the disparitr between the relative likelihood of, 

-poverty, white versus .non-white', is 12 percent versus 35 percent. 
HOW much of these.,differentials between the two standards ar-e suiply 

• due to differentials in income cutoffs is. not determined, here. The 
point is that differences due to relative incidence may ar-ise-when 
changing poverty definitions. ., -V ■• 

Changes' in Poor Counts and Incidence Over Time-for ' 
Both Relative and* Absolute poverty Standards 

In contrast to the^steady decline in the number of poor families 
under the current poveftT^tandard, there were even more poor 
families in 1973 than 19.68._under a relative poverty standard. The 

. SldSce Sf poverty under both sta«3ards ^ 
in poor families, but the decnne-'ifl"inG.idenee<.with-^the-current 
sLSard-Sceeds that of the relative standard; Note, however, 
that the downward trend over time in the number and incidence of. 
poverty with the current standard is interrupted during the 1970 
downturn in economic activity. The important point is that the 
numbei- of poor using .the median income standard als.o went up during 

. 1970, contrary to the naive expectation expressed earlier that the 

' number would decline in hard times since the median is expected to 

Sing recessions, median income declines, but the main victu^s 
are those with low permanent incomes. The i'^«"f/^f ^J^^J^?' j!^ 

' comes more unequal and relative poverty rises. (-1 am grateful to 
Robert Plotnick for this point.) 

The explanation for 1970 is compound. First, median incaje did • 
not fall in 1970. Adverse labor market conditions may have affected . 
the earnings portion of the income of working poor persons Dust above 
the 50 percent median income line in such a way that the number of 
familiefbelow the line- increased without lowering the median income 
level itself. Further, the incidence of poverty, under the median / 
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ate to%iticize the 



income starxJc 5 rose, even mote from 1968 to 
official star.^ard. Thus, it is not appropric 
median income poverty, standard for possibly predicting a decline 
,jXri 'poverty in a short and mild recession. 



1970 than did the 



, There is' little difference in associated family character- 
istics between the trends of poverty under the two definitions, 
aside from the level in the absolute number of poor and in the 
incidence of poverty.. For exairple, most poor families had sane- 
one^ in the family with some earnings. However, in families with 
Jib earners, the. incidence of poverty was very high. ; With a ' ^ 
pgy.erty-^tteeshoid set at 50 percent of median family income; 
roughly one out of^twb families with no earners were poor. For 
the^qurrent thresholds, the'poverty incidence average over 30\^ 
percent of all families with no earners. These differentials 
/are consistent with the overall, or'tdtal family differentials 
were roughly 40 percent lower than the median inccxne incidence. 

^ ^ Between 1968 and 1973/- the overall differential in the 
incidence of poverty between the twb poverty definitions had 
grown from 64 percent in, 1969 to 59 percent in 1973. The over- * 
all differentials were greater than average for certain subgroups 
such as. families with older family heads and families with heads 
who v7ork full time. The point is that poverty policy targeted to 
one subgroup or ^he' othbr V?ill have to charge if poverty defini- 
tions are changed, since the relative' exposition of the poor 
varies. over time according to different poverty definitions. * o 

Geographic Distribution of the Poor with AnnuaL CPS Data 

In addition to sociodemographio characteristics, the gec^ 
graphic location of the poor is another important factor to consider 
in understanding poverty in the allocative implications of Federal 
poverty programs. In the following part of the paper we consider 
the number of poor and the incidence of poverty among persons, 
^families, and families with children by U.S. Census Division and ^ 
poverty definition. In addition, we compare several years of 
data in order to understand the geographic mobility of the poor. 

Cur rent. Poverty Standard 

Geographic Distribution of Poor Persons, Families, and Families 
with Children in 1973 ^ . " 

Tables 5, 6, and 7 present, respectively, counts of the.aumber 
of poor persons, families, and families with children by poverty 
definition and nine census divisions. Also included are the total 
populations, the counts of poor and non-poor within each division, 
the rank from 1 to 9 of each division according to the number of poor, 
and the percentage of the nation's poor found wlMiin each division. 
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Table 5. Poor Persons by Poverty Definition, Year, 

(in thousands). 1973 



Yaar 



Area 



.Tbtal 

.Population Rank 



Percentage 
of Itotal 
Population 



Poor 

Population Rank 
by Qirrent 
Dsfinition^ 



Poor PDpulation 
Poverty " Raik by 50 » ^ 

moidenoe Percent Nodian 

Rank B^wdly Irbome "n&i 



X967 



1970 



1973 



u;s. ibtal 


19585 ;0 






2638.0 


Division 








1 

b.8 

r 


New ^nctland 


947.0 


8 


4.84 


Mid Atlantic 


3645.7 


2 


18.62 


3^70.8 


East North Central 


• 3975.1 


1 


20.30 . 


3186.7 


West North Central 


1315.7 


6 


6.72 


l|73.9 


Soi$h Atlantic 


2962.9 


4 


15.13 


551.0 


East South Central 


1219.3 


- 7 


-"6.23 


323.2 


Vfest South Central 


1707.6 


5 


8.72 


355.4 


Mountain 


656.7 


9 


3.35 


92.7 


Pacific 


3154.7 


3 


16.11 


320.4 


U«S*«1btal 


20247.5 






' 2506.6 


Division 












968.2 


8 


4.78 


72.9 


Mid Atlantic 


3664.0 


2 


18.09 


324.4 


F^cf fJorth' Central 


4189^.2 


1 


20.69 


392.3 


W^kt North Coitral 


1276.9 


6 


6.31 


148.6 


finnth Atlantic 


3090.4 


4 > 


_ 15.26 


464.0 




1277.8 


7 


6.31 


148^6 


Vtefit South Caitral 


1819.6 


5 


8.99 


349;7 


Mountain 


661.1 


9 


3.27 


93.5 


Pacific 


3299.8 


3 


16.30 


359.0 


U.S. Itotal 


20762.1 






^ 2297.3 


Division 










New England 


1247.Gk 


7 


6.01 


105.2 


Mid Atlantic 


3635.1 


2 


17.51 


315.5 


, Bast North Central 


4042.3 


1 


19.47 


331.1 


West North Central 


1601.4 


6 . 


7.71 


/i55.3 


South Atlantic 


3159.3 


3 


15.22 


- / 412.4 


East South Central 


1336.3 


8„ 


6.44 


h 228.3 


^9eSt South r^tral 


2065.8 


5 


" 9.95 


I ''365.3 


Mountain 


931.3 


9 


4.49 


/ ^03.4 


Pacific 


2742.8 


4-^ 


13.21^^ 


^ 280.7 



1 








Is 2.41 


' 1034 • 


9 


2, 


14.06 


5141 


3 


14 


14.66 


5432 


2 


14. 


6.59 




.7 . 


7 


20.89 


7410 ^ 


1 


20 


-12.25 


4346 


6 , 


U 


13.47 


4768 ^ 


1 


13 


3.51 


1251 




3 


12.15 


4379 


5 


12 




3756.7 







2.91 
12.94 
15.69 

5.93 
18.51 

5.93 
13.95 

3.73 
14.32 



1092 
5150 
5919 
2338 
6768 
2338 
5080 
1323 
5720 



3646.3 



9 
4 

2 
7 
1 
7 
5 
8 
3 



8 


4.58 


177.3 


8 




4 


. 13.73 


530.5 


3 




3 


. 14.41 


516*1 


;4 




7 


/ 6.76 


259.5 


7 ' 




1 , 


^ ' 17.95 


, 617.3 


1 






.^^ §.94 


^ 365.7 


6 




/2 


15.90^^ 


555*9 


2 




9 


^ 4.50 . 


176.7 


9 




5 


12.22 


. 447.2 


-5 





SOURCE: Processed from special tabulations by the Census Bureau for 'selected, years March Current Population Sva-vey. 
^ftjverty Incidence is defined as the percentage of the total pc^julation who are poor. 



Table 6 1 Numbers of Vc 
Definitions by Ge 



>r Families and Poverty Incidence by Two Poverty 
jrajAiic Division over Time ( in thousands) 



1967 



I 



1970 



1973 



Total : 
Families 



jiank 



Per cent Poor Pover ty 

oe Total Pmilies Stncidence a/ 



^ Total 



Poverty Poor Poverty ^--TotS ' Poverty Poor Poveifty 

Fanllles ^ Incidence Families Incldpnce - Faiallles Incidence Families Incidence 
Bank \ Tlank-^r^ j Rank^ .* Rank " 



CeniU)s*Or shansky 




i 

( 


















«- 










> 


Poverty Counts 




I 






























U.S.^lbtal 


49834 . 






5348 * 






b3174 






52 J 5 






55053 






4828 


Division 






























(5.87) 


219 


New .England 


2420 


8 


(4.86) 


134 


I 


(2.51) 


2496 


B 


(4.69) 


148 


9 


(2,84) 


3232 


6 


Mid Atlantic 


9394 


2 


(18. 8S) 


752 




(18.05) 


91)97 


2 


(18.05) 


662 


6 


(12.69) 


9542 


2 . 


(17.33) 


657 


^t North Central 


10056 


1 


(20.17) 


• 749 




(14;ii)0) - 


10836 


1 


(20.38) 


787 


2 


(15.09) ^/ 


10614 


1 ; 


(19.27) 


698 


West Hotth Central' 


3399 


7 


(6.82) 


?82 




(7.l4r 


3384 


7 


(6.36) 


300 


7; 


(5.75) 


4251 


7 


(7.72) 


307 


South Atlantic 


7569 


3 


(15.19) 


1-118 




(20.91) 


8204 


4 


(15.43) 


' 968 


1 


(18.56) 


8500 


3 


(15.43) ^ 


859 


East South Central 


3093 


6 


(6.2U 


. 683 




(12.77) 


3447 


6 


(6.48) 


675 


5 


(12.94) 


3681 


8 


(6.68) 


505 


West South Central 


4309 


5 


(tf.64J™ 


701 y 




(13.11) 


4852 


5 


(9.12) 


732 


4 


(14.04) 


5462 


5 


(9.92) ' 


777 


Mountain 


1564 


9 


(3.14) 


168^ 


8 . 


(3.14) 


1638 


9 


(3.08) 


182 ' 


8 


(3.49) 


2425 


9 


(4.40) 


209 


Pacific 


8030 


4 


(15.11) 


657 


6 ; 


(12.28) 


8717 


3 


(16.39) 


760 


3 


(14.57) 


7345 


4 > 


(13.34) • 


59? 



Poverty Xounta_Using. 
50 Percent of Median' 
Frflilly Income 

U.S. Total 
Division 

Nev England 

Mid Atlantic 

East North Central 
""West North Central 

South Atlantic 

East South Central 

West South Central 

Mountain 

Pacific 



7581 

226 
1073 
1112 
566 
1554 
y^2 
V82 
231 
904 



(14.2) 
(14.6) 

(7.5) 
(20.5) 
(12.3) 
(13.0) 

(3.0) 
(11.9) 





B221 






238 


9 (2.90) * 




4122 


5 (13.65) 




1242- 


-^3 (15.11) 




>08 


7^648) 




1504 ' 


X 1 (18.29r^-. 




967 


6 (11.76) 




1127 


4 (U.71) 




269 


8 (3.27) 




1244 


2 (15.13) 



7875 

388 
1152 
1U80 

547 
1348'^ 

826 
1233 

357 
'940 



(4.54) 

(13.61) 
(14.46) 

(6.36) 
(17.79) 
(10.46) 
(16.09) 

(4.33).. 
(12.28) 



(4,^2) 
(14.62) 
(13.71) 

C6,M) 
(X7.1"r). 
(10.48) 
(15.65) 

(4.53) 
(11.93) 



SOURCE J Processed frccn special tabulations by the Census Bureau for selected years ^tarch Current Population Survey. 



Poverty Incidence Is defined as the percentage of the total pofxilatlon who are poor. 





Table 7.' Number of Poor Pamilies and the Incidence ofNiororty in FamUiesMf^it^ 
Related Children Ages 5-17 Years, by Poykty Definitt©Q^ Gebgraphj 
DivisioRir^and Year (in thousands) ^- 



1967^ 



1970 



1973 



rot^l Percent' Poor" Poverty Total Poverty Pooc^f ^Va^JL^ 

utiles ofmal F^llies^^ancldeJlcea/ Pamllies^Incidence ^F^Ul^^Incldence 



Poor 



TOtai Poverty Poor ^ Vcyetty^ 
F»Ulcs Incidence FwUies -Ijii^l^enpe 



Census-Or shansky 
Poverty Counts 

U.S. Total 

Division 
New England 
M" ' Atlantic 
East North Central- 
West North Central 
South Atlantic 
east South Central 
West South Central 
Mountain 

- Pacific 



23783 






2870 


1084 


B 


(4.56) 


52 


4241 


2 


(17.83) 


372 


4737 


1 


(19,92) ' 


384 


1557 


6 


(6.55) 


169 


3642 


4 


(15.31) 


638 


1556 


7 


(6.54) - 


390 


2136 


5 


(8,98) 


399 


-^850 


,9 


(3.57) " 


104 


3980 


3 


(16.73) 


36? 



60 Percent of Medlar.- 
Family Income 
Definition 

U.S. Total 

Division 
New England 
Hid Atlantic 
east North Central 
West North Central 
South Atlantic 
east South Central 
West South'Central 
Mountain 
Pacific 



4015 

/ 94 
536 
553 
259 
877 
510- 
549 
\39 
498 



(12.07) 

(1.81) 
(12.96) 
(13.38) 
(5.59) 
(22.22) 
(13.59) 
(13.90) 
. .<3.62) 
:U2.61) 



(16.80) 

(2.34) 
(13.35) 
(13.77) 

(6.45) 
(21.84) 
(12.7bi) 
(13.67) 

(3.46) 
(12.40) 



24239 

1X22 
4247 
504U 
1516 
3887 
1557 
2191 
843 
3B3B 



a (4*63) . 
2 (17.52) 
(20.79) 
(6.25) 
(16.04) 
(6.42) 
(9.04) 
(3.48) 
(15.83) 



2774 




(11.44) 


24757 


79 


9' 


(2.84) 


1500 


340 


5 


(12.26) 


4168 


410 


2 


(14.78) 


4831 


155 


7 


(5.59) 


1854 


555 




(20.00) 


3835 


336 


6 


(12.11) 


1630 


396 


3 


(14.28) 


2510 


122 


8 


(4.40) 


1219 


380 


4 


(13.70) 


3210 



4250 




(17.5) 


119 


9 


(2.80) 


569 


5 


(13.39) 


645 


2 


(15.18) 


258 


7 


(6.07) 


831 


1 


(19.55) 


481 


a 


(11.32) 


574 


4 


(13.1M 


163 


.8 


(3.84) 


609 


3 


(14.33) 



SOUW^: Processed f ran special tabulations by the Census Bureau^ for ^1^ years Current Population Survey. 

Poverty Incidence Is defined as the percentage of the total pof^lation who are poor. 



(6.1) 
K16.8) 
h9.5) 
-<7.5) 
(15.5) 
(6.6) 
(10.1) 
(4.9) 
(13.0) 



2825 

141 
372 
420 
164 
539 
281 
421 
135 
348 



Tll.41) 

(5.0) 
(13.2) 
(14.9) 

('5;C) 
(19.1) 

(9.9) 
(1.4r^9) i 
. (4.8) 
.(12.3) 



4310 ' 




(17.40) 


220 


8 


(5.10) 


6U8 


4 J14J0) 


621 


2 


(14.40) 


271 


7 


(6.28) 


775 


1 


(17.98J 


442 


6 


(10.25) 


626 


3 


(14.52) 


219 


9 


(5.00) 


523 


5 


(12.13) 
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, several ODSjeryations regaraing cne geograpnic aiscrioution ,01. 
" V^|r|y^cai-:beriii^^ these, tables. First,, the most populated 
,:,.. li;atfi^treiatively diS have the most popr,,,_!Phe Eait North 
t^^i^i^tifiyand Mid Atlantic States in 1973 accounted for over- 36 
^^^l^^(^e^^^\MiBX persons and, families, but adcounted tot piily y 
' 28sgc^t,6f the nation's poor, persons and poor, families. In . 
;|^€rpt# cEast. South Centr^ States, rarjced 8th in popdiatidn 
iS^^sind ^th in poor counts. Ip general, persons and families 
■liiSilivedrin. the South,, an area comprise of East SouUi, Central, 
West ScKith Central and South Atlahtic States, had a poverty jrate^ 

l^llraHb of totjil^popjr to^t^^ perspi^ (or faffnin,esl^ 

i^c^ed'the'poverty rate of any. other area of thejrouritry. Sec- 
dpiyy^ notice the difference in the niftoer pf 1973^ poor families 
,^t4^73: p^ fajnilies with school-aged children. Ihe rankings . 
JbitWeen jsensus d ivisions don' t change,, but the absolute ninTOe.r^;pf 
f lunilies with children- i^ 2.8 million versus 4.8 mijlion poor 
,Jamiiies. A similar pattern emerges' when conparing the relative 
^aigHjiiic distribution of the 2. 8, million with Wie 4.8 million 
pooiri families. . • , ' 

6epgraphic\Changes in Pbor Persons, Families, and ^^amilies 
with- Children. from 1967 to 1973 ^ ^ ^ ^ 



Actual geogra^iic mobility cannot be examined because we lack 
* panel data. ISiatjis, we cannot* separate within division mobility 
% - "in and out of. theV>v^ty group frorrt between division geographic 
' mobility of p^r persons. Tables 5,(6, and 7 do show net flows of 

all. persons by comparing changes in population counts to poor' \ 
' count changes in different regions'. \ ' 

' For example, between_1967 and 1973 \he total number of person^", 
living in' New England states grew by 25 p^cent, yet the increase ^ 
in the total- number of poor persons in New 'England ,in this period was>^ 
roughly'^4Q percent. Furthermore, if one compares the percent of the 
^^.J^-riation^s poor persons living in eabh census 'division in 1967 and 1973, 
. it-^might appear that many poor persons moved from South Atlantic, and ^ 
East South Central division to New England and West South Central 
divisions, yet it is just: as plausible that Relatively more New 
England and West' South Central families became poor between 1967 
and 1973 than* did - other families; we cannot separate, these effects. 

Poor families, as a percentage of the nation*s total poor 
, families, declined over time in East North Central, West North 
Central, South Atlantic, and. East South Central divisions. New 
England, W^St::South Central, and Mountain divisions all experi- ^ 
enced relative, increases in the percentage of poor in their divi- 
sions. That is, the population- of families with children^in New 
* England between 1967 and 1973 is from 1.1 to 1.5 mill ion .families. 
This increase rate, however, is less than the nearly three-fold 
expansion in the number of\New England poor families with children. 
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^^fflfflai^^auwiysis cem be for other divisions. If only New 
WlMSSftobr count grew relative to its pibpulation in the six- 
vJ&^MdSTwe could point to the relatively high welfare payinents , 

^^....^SlS'tojS?li^\.ith^^^ 
^m^cX^-6il^&i m^3rA States as poSsibly a'maDor factor in this / 
^pK?iS^^^Hbwever;.^^^ States, whose nanber^f / 



^W^^^d^^^]^ grew in this period, are at ^he bottom pf the ^ankirg^qf 
^K^w^tTby statesV Jhis at:least casj^ doubt on the lij^es 



^^?.,>^?:t5^t -relatively attractive welfare, benefits explain much of the 
f^Mt;%^^?|^lc nicr^eroent of poor inclividuals. 50/ , - ) 

Ll Relltave^rPovertv Standard . - ' 

-4^raphic Distribution of Poor. Persons, Families, and Families 
' \^i^;Chiiaren in 1973. * ' , - - - • • / 

' Tables 5, 6, and 7 also present divisioiir^specikc poverty^ciajnts/ 
rankings, and incidence using poverty thresholds based^on one-hg£ ^ 
itedian income for a U.S. family. When we fjan^i^ed f amil^s in t^ 
'^racteristics-of-poor-families section, the use of a ifaiaflifg?!?-..- 
pbvertv standard inst^ of the. current method increased thesj^pber oc 
-TOor appreciably. Similarry,.we find here an increase of nearly ^40 

S?cent in 1973. However, in terms . of :^ the" percentage of the^nation s ^1 

r^=.^ boor ih each division, ordinal cStiparisons of the. loc^ 

.loor; the chbice of the two standards for a fliv^n jear-makes little, ^ 
--^'ff aAy, difference. For example, in 1973, by both standards* roughly ; 
-io ^?ient of the na^on's poSr were located in the Jast South Central • 
^.division. Similar comparisons between the two measur^es can be found 
~' for^ther divisions and other years. . - . :J| 





mm 



- Bie oniV-'consistent difference is that using the Census,-<)rshansky 
definition, 'the number of poor persons and families in East Norttj • 
GeniS Stkes exceeds the^r count for Mid Atlantic States ^'^ereas, 
' vising one-half median income, more poor ^are found in Mid Atlantic 
States than in East 'North Central States. At this point, this^o^f- 
•ference may not appear very important. But as we shall fee below,, 
such differences in poverty counts attributable to poverty defini- 
^ions have implications fqr-the distribution^of some types of ^ede^a^^ 
fui^s. Using the median income poverty standard^nStead. oj fehe^current 
poverty measure, a larg^ and growing differential was found in POor 
persons' counts and poor families' counts. For example, m 1967 - 
Sere were- only 70 percent' as many poor families "sing the current 
standard instead.of. the median income definition, and by 1973 this 
differential had grown to 61 percent. .The reason for this particular 
change is that the number-of poor families undej: the current definition 
has fallen while the number of poor families under the alternative defi-- 
nition has increased. - 

Ordiiial comparisons between definitions of the location of -poor ^ 
■ families, or the percentage of the nation's poor families m each 
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i^iy^iph Jre very similar. Sane minor diffe 
^at^iS At^^^ more 
ir*c^ stahaard^. can be 6t^erved. But, 




ifc^,,siich as noting 
T under \the median 
in gfenetal^ for any 



given ::X?§Fc the nta in effect of ysing a median incwie 
isJto incrM^ families in any one 

itp^vi^Y:^^^^ of the nation* s poor 'in th^t '^ivis 

Seofraph^^ irk Poor Persons /\ 

Mth^Ghildren from 1967 to 1973 



lilies / and Families 




:.;Ad we compar^e.t^ poverty counts over\t 

jQertoiaj^^ ^fercte; \lh general^r declines in the pfoppi^iqn 
:^6f. Uie |g^ ion's poor fgmiries living in Eask North Centra|J^ Wfest^ 
rSol;& Ce^^^ South Atlantic and East^^ 
Vere fo^ b6th ppyert^def inttions. Nev^\England^ 
-p^tra^ a^^ all experienciedVela^^^ incc^eas^s 

m.t^ of poor families ijw their divisions. Again>^^ \ 

^ ttese increases were <fens is ten% between poverty- ^tardards.^ Hci^eyer/ 
iw^iSh in these gross' changes in tl^ location of poorNEamiliesv dif- 
fefences'oan be found between ch^dp in the^ two poverty standards. 
For exaitp using the percentage\pfi/ the nation^s poor families 
in New England in 1967-as a^base fi^^ we see that there was a \ 
:*64\percent~tncrease in New^ England* a percentage of poor families By 
19?3 using a median income poverty rfeaj^ure versus an 80 percent in^ 
crease if the current poverty standard is^used. That is^ if one 
j;:otnpares the two definitions, in 'divisions in which increases had 
occurred, there is a tendency for the increas^es^to be greater* if 
one uses the current standard. , ' 

For , poor ^persons / changes over time in povertV counts noted 
for the current standard are not changed under a median' income 
poverty standard.- 

Among' families with children of jschool age, the extents >pf 
poverty depends on the choice of a poverty standard, in 1967>^ 
if one uses the current poverty measure, 12 percent of all suci 
faitiilies are poor. A canparable rate if 'one use s th e meaian in 
poverty standard sh^s a 17 percent poverty rate for. families. 
These differentials in poverty changed slightly over the reriod 
1967^to 1973. In 1967, the niinber of poor .families with children 
.aged»5 to 17 years under the current poverty definition was \^1 
• percent of the number of such families using 50 percent of median 
income for a family as a/stanc^ard. In 1970 and 1973 the relative 
ratios were 65 percent./ However, in contrast to a' similar com- 
parison made between the two d^initions using all families, the 
increasing differential in this\case is due solely to the incre^e 
iiT'the number of families who ar^ poor under a median income ^ 
standard. 

.^6 conclude this part of the feaper by noting that^the main 
effect qf changing from the currentVpoverty standard to a median 
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.::.:iik:c«ne*a^ poverty standard is to raisQ the level °f /^e incaje . . 
V cnit5ff-/but,not to cause" the geographic location of the poor between 
-. ilT ard 1973 to vary substantially. Only isolated instances were , 
■ f<^ni3 In- which choice of poverty definition made f.^^ff , • 
- -feS^eiative ordering of the percentage of the nation s POor located 

• -in each 'censui division. For example^- the Mid Atlantic and East 
^ •N6rtiireentrar-SCates:had rank, order ings of P?oX-Persons and 

^™.Sor families reversed in 1973 by changing the poverty definition. 

- soch instances, however, were the exception, The implication is 
Sft Slliflerential tr4nd total poverty dounts betw^^^ two 
^verty definitions cannot be pinpointed to differential trends^^_^ 
in -poverty counts by census division. / . •' 

Geographic Distribution of Poor Persons aiid Poor FamiUes ° 
with 1970 Census DaUi - - ^ . 

L • in this portion of the paper we use cross-sectional survey • - r 
data from the 1 ib. 100 sample of the .1970^ Census of the Population 

- to examine state-specific counts of poor persons -and poor families. 
At outset, we ^uld acknowledge.J:he limita^ons of .using cross- 

..secti6nal data. For-^x^ihiple, one may raise the question as to 
whether- or not it is appropr iate to use data collected in 1959 to 
"feJences^regardS current, 1977,ge<«rai^ic pover^di^^^^^ 
. tions-. - AS we noted >n prev ious- sections where ^ J.f 1,^,^ ^^^i^?^' - 
population shifts. in location occurred between 1967 and 1973. The 

- iSication lis that corresponding shifts may haye occurr^ betwe^ 
1969 and 1977. Against .this, limitation one has^to i^^^^^^"; 
vantage arising from greater ^disaggregation in-^the data. Namely, ■ 
we can nj^ compare the nurpber and incidence of poverty among the 
several Ctates, not jusVnine census divisions. ■ - . 

Furthermore, this disaggregation permit* more policy-.iqelevant 
-analysis s!n^ s'c«ne Federal fu«3s are alloca^to states based on , 
>^e?ty counts and such counts might be affected by ^J^^ion in ■ 
Vooverty definition. Because these advantages in using the 1970. 
Census data appear to outweigh the limitations, we present an-analy- 
s!s Sin^ thil^ata set. The qualification regarding, the currency 
of\he data, however, should be kept in mind. . 

\ \ ... 

■ \ As with previous empirical portibns, we stress tabular compari- 
sons\Ktwin ?he present of ficial poverty definition and a relative 
Dovekv definition based on one-half medians income. In this po.rt-ion 
Sthlfref tie the analysis. Median famW income may be measured 
on a Enal Or state basis. ' The latter mg be a more appropriate 
measurS.accqrding to the view that relativfe'deprivation ca^s for 
^comparisons between one's income and local, not "^tional, nor^. 
sSdly, as we shall point out, some Federal programs r^fer to median 
income in a geographic area rather'tha^n national median income. 
Sr^Sicanal^sis, therefore, presents coCints of poor persons. ^ 
and families based on a national and state median income. 
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' a second -refinement, concerns equivalency scale adjqstments. _ ' ; 
•The cutrent poverty standard i^justs equal-well-l>eing thresholds • 
for -several factors, including a farm/rionfarm-differential: farin 
families are-assumed to need only 85 perceat of nonf arm family 
#S^Ein&;rJecauae^we do .not have state median income poverty 
-^Un£s=v?ith this .adjustment?, and^we wish to Lsoldte.^fehe poverty ^ 
cpunfe differences' attributable to def inij:ional causes, we present 
•pwectir counts fox the current official standard without the farm 
differential thresholds: For a comparison, we also include current ^ 
poverty standard counts. by^ state, with the farm/nonfarm differential.- 
Tfte an§lys4s'in'the"remainder of this paper is, thus, centered on 
stafi^^b^^tate poverty comparisons us inglfoih: criteria:, the current 
poverty standard; the current standard without the farm/nonfarm/ 
differential; relative poverty Using one-half of the median Jsmly 

income, for the nation without -the farm differential in equ ivalency ^ ^ 

scales; arid .relative incane based on one-half med Tan-fanjiy-incotne"- 
Within'each state without the 'farm differential. 

■ .. ' ■ 

Current Poverty" Standard / 
Persons and Families in Poverty by Sta^e 

Table 8, column (2), shows the nOmber of poor persons-under 'the 
current official standard in each state, andjthe percentage of the ■ 
nation's poor under that stand ardjwhfWe in each statev In absolute 
.ente,' morTheavily popul^ted-stStesf such as New York^and California, 
have more poor pgrsons^han sparsel/ populated states. P^r family 
counts sbowirT^^ column (1), also are highest in the more 

pepallted states. In relative termsf, .when one compares the per-r ^ 
centage of poor persons -in a state t'o the percentage" of the. nation s 
population in a state, a ^i^ferent pattern emerges. New York and 
California have relatively fewer poor th^n do many stateg. In 
fact, in relative terms, the" poverty rate is highest in East South 
Central -States followed by West South Central and South Atlantic . ■ 
States. Another method of expressing a related point is to note 
that 35 percent of the people. of Mississippi are. poor versus 8 - 
percent in New Jersey. These figures are computed as row percentages ^ 
as opposed to the column percentages presented in,, the tables. The 
point is that incidence of poverty for Southern persons and fami,lies 
is relatively high. _ • . , . 

If we "drop the farm threshold differential in the current poverty 
standard/' the change in poor per sons, counts, column. (3) versus column 
.(2) in Table 8 [or column (2) versus column (1) iir Table 9- for poor 
families] there is a slight increase in poverty counts in most states 
"because poverty income thresholds riseJ There are, however, virtually- 
-no differences in the relative percentage of the nation s poor , in 
each -state. :'. . 
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" ' and 



Pov^erty Defihftion Usifig 1970 
, {£igur%s 'ip hurdreds). . . 



lensns 



Data 



Census^xDivisicfl!^ 



(1) 



Pc?pulation 



(2) . • 
Nimber of Poor 
tox>rding to 
r Current 
Defiiutiton 



(3) 

Current " 

Definition 

Nonfaxm 



J4,/'\ 

National \ 
Median \ 
Family Incana 

: r- 



<5), . 
Oie-^ialf 
State 

Family Drxxwe 



\ 



1 



■•U*S. Total 

New Digland 
Maine 

'New Hampshire 
Vermont 
Massachusetts 
Rhode Island 
Connecticut*. 

. Mid Atlantic 
'New York 
New Jersey 
^nnsylvania 

_^ast Iforth Central 
*^Ohio 
Indiana 
Illinois - 
^higan 
Wisconsin 



1978097 

114624 " 
. 9570 (0.48) 
7145 (0.36) 
•4310 (0.22) 
5506S-(2.78) 
9019 (0.46) 
29515 (1.49) 

363967 

178238 (9.01) 
70415 (3.56) 
115314 (5.82) 



393075 
104242 
5C611 



(5.271'' 
(2:'56) 



108352 (5*48)' 
86954 (4.40) 
42916 (2.17) 



273972^ 

. 10426 

1273 (0.46) 

713 (0.26) 

530 (0.19) 

4749 (1.73) 

ll24 (0.41) 

# 2037 (0.74) 

38550 

20373 (7.44) 

5641 (2.06) 

12536 (4.58) ^ 

39107 (1.43) 

• i(y65T (3V89) • 

4802 (1.75) 

11241 (4.10) 

8187 (2.99) 

4220 (1.54) 



West North Central 158545 



vMixuiesota 
Iowa 

Missouri 
North Dakota 
South Dakota, 
Nebreiska 
Kansas 

South Atlantic 
Delai^are 
Maryland' 
District of Colt 
Virginia 

West Virginia ^ 
North Carolina 
'South Carolina 
Georgia 
Florida • 

• 

East South Central 
•Kentiicki' 
Tennessee , 
AiaJbanui 
Mississippi 

West South Central 
'^Arkansas 
Louisiana 
Oklahcxna 
^- Texas 

'Mountain 
Montana «- 
' Idaho 
Wyaning 
Colorado ^ 
NevJ .Mexico 
Arizona 
Utah^ . 
Nevada 

Pacific 
Vfeishingtqn 

California 

Ala^ 

Kav^iii 



37111 (1.88.) 

27468 (1.39) 

45580 (2.30) 

5935 (0.30) 

6429 (0.33) 

14412 (0.73) 

21610 (1.09) 



296891 
— 3341 
38128 
rrfsia 7197 
44522 
fl 17088 
48908 
24809 
44645 
66253 

125088 
31339 
33329 
, '33761 
21659 

187821 
18816 
35465 
24686 
108854 

80676 
6747 
6961 
' 3227 
21351 
9932 
17281 
10379 
4798 



(0.27) 

(1.93r 

(0.36) 

(2.25) 

(0.86) 

(2.47) 

(1.25) 

(2.26) 

(3.35) 



(1.58) 
(1794) 
(1.71) 
(1.09) 



(0.95) 
(1.79) 
(1.25) 
(5.50) 



(0.34) 
(0?35) 
(0.16) 
(1.08) 
(0.50) 
(0.87) 
(0.52) 
0(0.24) 



257410 
32990 (1.67) 
20398 (1.133) 

193894(10.00) 
2784 (0.14) 

. 7344 (0.37) 



277189 ■ 

// 10441 . 
' 1277..(0.46) 
• 720'(0.26) 
533 (0.19) 
4750 (1.71) 
U24 (0.40) 
2037 (0.73) 

38680 

20426 (7.37)' 

5654 (2.04). 

12600 (4.54) 

39156 " 

107SF5' (3.89) 

. 4971 (1.79) 
11333 (4.09) 
8255 (2.98) 
4402 (1.59) 



20264 
3979 
3119 
6119 
936 
1142 
1991 
2978 

53008 
617 
. 3823 
1277 
6878 
3963 
9753 
6136 
9430 

11131 

31938 
7268 
8367 
8670 
7643 

39690 
5173 

■9'608 
^ ,70 
' 20339 

11475 
920 
876 
. 390 
2688 
2323 
2657 
1207 
414 

28652 
3302 
2460 
21812 
320 
758 



(1.45) 
(1.14) 
(2.52) 
(0.34) 
(0.42) 
(0.73) . 
(1.09) 



(0.23) 
(1.40) 
(0.47) 
(2.51) 
(1.45) 
(3.56) 
(2.24) 
(3.44) 
(4.06) 



(2.65) 
(3.05), 
(3.16) 
(2 79) 



(1.89) 
(3.51) 
(1.66) 
(7.42). 



(0.34) 
10.32) 
(0.14) 
(0.98) 
(0.85) 
(0.97) 
(0.44) 
(0.15) 



(1.21) 
(0.90) 
(7.96) 
(0.12) 
(0.28) 



44^304 ^ 

18038 
2497 (0,56) 
' 1294 (0,29)^ 
957 .(0.21) 
8216 '(1.&3)- 
1727 (0.38) 
3347 (0,75) 

64704- . 
33279 (7.42) 
9589- (2.14) 
21836 (4.87) 



21829 
<182 

0260 
7061 
979 
1215 
2076 
3056- 

53505 
621 
3839 
1277 
6969 
3981 
9939 
6227 
9510 
- 11142 



(1.51) 
(1.18) 
(2.54) 
(0.35) 
(0.44) 
(0.75) 
(X.IO) 



(0.22) 
(1.38) 
(0.46) 
(2.51) 
(1.44) 
(3.59) 
(2.25) 
(3.43) 
(4.02) 



\ 



32515 

. 7473 (2.70) 

8521 (3.07) 

8761 (3.16) 

7760 (2.80) 



40104 
. 5258 



(1.90)^ 



^^9674 (3.49) 
4671 (1.69) 
20501 (7.40) 

10980 ^ 

931 *(0.34)y 

905 (0.33r 

397 (0.14) 

2127 (0.77) 

^333 (0.84) 

2658 10.96) 

1215 (0.44) 

414 (0.15) 



28779 
3342 
2490 
21869 
320 
758 



(1.21) 
(0.90) 
(7.90) 
(0.12) 
(0,27) 



66742 
-18221" 
Bd44 
18463 
13496 
7718 

37292 
7358 
5972 
11408 
\ 174f 
N 2131 
3559 
5118 

\84063 
\1074 
6349 
f908 
11525 
6112 
15682 
9140 
14394 
17S79 

47942 
112U 
13011 
12944 
10776 

62085 
7908 
13986 
7491 
32700 

19527 ^ 
1703 
1649 
727 
4638 
3626 
4275" 
2149 
760 

60298 
5579 
4108 
36369 
12944 
1298 



(4706) ■ 
(i:97) 
(4.12) 
(3.01) 
(1.72) 



(1.' -) 
(1.33) 
(2.54) 
(0'.39) 
(0.47) 
(0.79), 
(1.14) 



(0.24) 
(1.42) 
(0.42) 
(2.57) 
(1.36) 
(3.50)- 
A*04). 
(r.21) 
(3.99) 



(2.50) 
(2.90) 
(2;89> 
(2.40) 



(1.76) 
(3.12) 
(1.67) 
(7.29) 



(0.38) 
(0.37) 
(0.16) 
(1.03) 
(0.81). 
(0.95) 
(0.48) 
(0.17) 



(1.24h 

(0.92) 

(8.11) 

(2.88) 

(0.29)^ 



436736r 

18034 
1630 

l:fe2 

957 
8454 
1727 
. 4044 



(0.37) 
(0.28) 
(0.22) 
(1.94) 
(0.40) 
(0.93) 



' 66180 ' 
35549 (8.14) 
11331 .(2.59)- 
19300 (4.42) 

72325 

-^iB79a-r4;3or"" 

"8897 {2.04) 

2U80 (4.84>) 

15537 (3.56) 

7921 (1,81) 

39631 
7846 (1.80) 
8899 (2.04) 

10895 (2.49) 
1392 (0.32) 
1612 '(0.37) 
3295-^(0.75) 
4692 (1.07) 

> 76828 

1094 f0,25) 
7233 il.€6) 

2034 (0/47) 

* 10849 (2.48) 

4641 (1.06) 

13401 (3.07) 

7890 (1.81) 

13554 

16132 



69) 



40054 

' 9520 
10607 
11248 
8679 



(2.18) 
(2.43) 
(2.58) 
(1.99) 



55^" 

6075/(1.39) 
1206X'(2.76) 
,6612 (1.51) 
31215 (7\l5) 

18169 
1626 
1273 

707 
4633 
3234 
3990 
1846 

860 



(0.37 

(0.29)^ 

(0.16) 

(1.06) 

'to. 74) 

(0.91) 

(0.42) 

(0.20) 



54543 
6033 
4154 
"^"12142 
685 
1529 



(1.38) 
(0.95) 
(9.65) 
(0.16) 
(0.36) 



SOUPCEj $pec,ial tabulations by Census for Kahn and Miller. 
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liafe arid foy^rty^^E^^^ , . '^^17 ; :?3 



Nvraber o£ kor, 
FaraiUe^ (SS^)^ 
Currentr^ . ; 
Definiticn 



(2) 

Murober of-^Poor 

Definition 
Nonfatm 



(3); - 

A 

One-Hsdf 

National" 

Median 

Family Income ' 



(4) ' 

ohe-Ha}.f 
'State ^ 
Median 

Family Inocdla^ 




V y.JS.-ltotal ' 

< MBjnachuaetta 
^Rhpde:Iiland 

- ' Mid 'Atlantic 

Mew J«raey 
^ennsj^vani^ 



55309 
2001 ' 

;257 (0.46) 
144 J0.26) 
93 - (0.17)' 
892 (1.61) 
223 (0.40) 
39^^(0.71) 

75i5> r-v 

3980 (7.20) 
mo (2;01) 
^ 2425 (4^38) 



56126 

2006 
259 

^ 146 
94 
892 
223 
392 



(0,46) 
(0.26) 
(0.17) 
(^.59) 
(0.40) 
(0.70) 



7549 

3993 (7.11) 

1112 (1.98) 

2444 (4.3^) 



94535 

3673 
- 537, (0.57) 
270 (0.29) 
188 (0.20) 
1644,-(1.74) 
"^363 (0.38) 
671 (p.71) 

13320 

6830 (7.22) 
- 1980 ^(2.09) -5 
4510 (4.77) 



. 91442 

3598 ^ V ' 

336 (0.37) 

'25^ (0.28) 

154 (0.17), 

1690 (1.'85) 

, '341 (0.37) 

. 8i6 (0.90) 

13620 ^ ^ 

7333 (fi.oa), 

, ,2357 (2. S8) 

'3930 {4.30) 



^ .South Atlantic 

Delaware 
, Maryland 

District of Colutbia 

Virginia 

Virginia - 

Itorth Carolina 
> South Carolina 

Georgia 

Florida 

East South Central 
Kentudiy - i,^^ 
Tennessee 

Alabama , 
Mississippi > 

West South Central 
Arkansas 
Ixxd^'lona 
Oklahana 

'Mountain 
Montana 
Idaho 



11007 




11127 




. 18166 


(0.^3) 


•16610 




125 


(0.23) 


V 126 


(0.22) 


217 


221 


(0:24) 


732 


(1.32) 


736 


(1.31)^ 


, " 1270 


(1.34) . 


1461 


(1.60) 


219 


(0.40) 


219 


(0.39) 


343 


(0.36) ' 


371 


(0.41) 


1432 


(2.59) 


1456 


(2.59) 


2480 


(2.62) , 


. 2316 


(2.53) 


857 


(1.55) 


861 


(1.53) 


1380 


(1.46) ^ 


1022 


(1.12) 


2044 


(3.70) 


'2094 


(3.73) • 


• 3459 


(3.66) - 


29o: 


(T.IS) 


1252 


(2.26) 


1269 


(2.26) 


1903 


(2.01) 


1619 


(1.77) 


1965 


(3.55) 


1981 


(3.53) ^ 


- 3086 


(3.26) 


2892 


(3.16) 


2381 J4.30)^ ' 


2385 


(4.25) 


4028 


(4.26) 


3803 (4.16) 



plorado 
blew Mexico 
iPurizona 
ptah 
i^^levada 

^ific 

- Ij ^jf^^}^^^3^ 
Jl Oregon 
// CalifotnU 
;/ Alaska 

// 



6840 
1620 
1858 
1799 
1563 

8180 
1124 
1944 
1016 
4096 

2238 
179 
179 

83 
494 
456 
516 
247 

84 

5596 
654 

47:j 

1265 
53 
151. 



(2.93) 
(3.36) 
(3.25) 
(2.83) 



(2.03) 
(3.51) 
(1.84) 
(7.41) 



(0.32) 
(0.32) 
(0.15) 
(0.89) 
(0.825 
(0.93) 
(0.45) 
(0.15) 



0.18) 
(0.86) 
(7.71) 
(0.09) 
(0.27) 



6986 
167:5^ 
1900 
1824 
1590 

8298 
1148 
1960 
1048 
4142 

2^63 
182 
187 
'84 
502 
459 
516 
249 
84 

5627 
662 
. 482 
4279 
53 
151 



(2.98) 
(3.39) 
(3.25) 
(2.83) 



(2.05) 
(3.49)' 
(1.87) 
(7.38) 



(0.32) 
(0.33) 
(O.IS) 
(0.89) 
(0.82) 
(0.92) 
(0.44) 
(0.15) 



(1.18) 
(0.86) 
(7.62) 
(0.09) 
(0.27) 



10597 

2557 (2.70) 

2978 (3.15) 

2798 (2.96) 

2264 (2.39) 



8673 
-2100 
2391 
2400 
1782 



(2.30)' 
(2.61) 
(2.62) 
(lV95) 



13402 
1811 
2912 
1786 
6893 

0 

4)21 
343 
368 
155 
931 
744 
884 
433 



(1.92) 
(3.08) 
(1.89) 
(7.29) 



(0.36) 
(0.39) 
(0.16) 
(0.9S) 
(0.79) 
(0.94) 
(0.46) 
163 (0.17) 

9651 

1174 (1.24) 

856 (0.91) 

7278 (7.70) 

92 (0.10) 

251 (0.27) 



11918 

1346 (1.47) 

24^3f (2.69) 

>'l564 (1.71) 

/ 6545 (7.1jj5) 

3706 

327 (0.36) 

273 (0.30) 

151 (0.17) 

930 (1.02)^ 

659 (0.72) 

811 (0.89) 

370 (0.40) 

'195 (0,20) 

11103 

1279 (1.40) 

870 (0.95) 

8536 (9.33) 

122 (0.13) 

296 (0.32) 



1 
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PS 



;BMt' North Central ^ 


7638 


\ 


7780 




13679 




14881 




.-.OhiOi.^^^ 


2109 


(3.81)" • 


2146 


(3.82) 


3785 


(4;00) 


3907 


(4.27)-^ . 


Indiana / 


967 


(1.75) 


993 


.(1.77).^ , 


1862 




1871 


(2.05)^ *' _^ 


Illinois 


2179 


(3.94) 


2201 


(3.92) % 


3771 


(3.99) 


4364 


(4.77) 


Hiddgan , 


' 1612 


(2.91)\r 


1629 


.(2.90) 


2752' 


0.91) 


3185 


(3.48)^ 


Wisconsin 


771 


'(1.39)^'., ^ 


811 


<;(1.44) 


1509 


(i.;60) 


1554 


(1.70) , -^^^ 


west North Centr^ 


4294 




4490 




8026' 




7528' 




Minnesota 


761 


(1.38) \ 


805H1.43) 


1^99 


(1.59 


1603, 


(1.75) i 


Ibwa 


617 


„(1.12) 


655 


(1.17) 


1272 


(1.35) 


U32 


(1.24). . 


Missouri 


1444 


(2.61) 


1491 


(2.66) 


2539^ 


42.59) 


. 2421' 


(2.65) 


North Dakota 


183 


(0.-33) 


193 


(0.34) 


365 


(5.39) . 


282 


(0.31) 


^South Dakota 


239 


(0.43i 


, 257 


(0.46) 


446 


(0.47) 


339 


(0.37) - 


Nchraiska^ 


404 


(0.73) 


424 


(0.76) * 


755 


(0.80) 


695 


(0.76), 


Kansks . • ^ 


646 


(1.17) 


665 


(1.18) 


1150 


(1.22) ^ 


, 1056 


(1.15) 



/ 



Relative poverty standard 

Persons and families- in Poverty by State , 

in 1969. 51/ A similar comparison can be inade jr^f it^^^.ij^,^ , 
ill / Table 9 The immediate effect of cnanging 

the number "and incidence of poverty. 

The extent of this increase, however, is not uniform among , 
. The excenc ot uu median income of families, is 

different states. In states in wni*^*^ v^rt <i^a 719 and Connecticut, 

KKX' inc;S4a%"^ Wenie i less t^^^^^ , 

' • natU' sISrrficLr- s^^ and lowers the -relative number of 
nation s pool i. fhis /tendency is most clearly- shown 

Ten i^Sfinq SelS (2) a^ (3) ^^rcentages in Jable 9 or 
Mid A^Sic States with correspoi^ing .^^J^'.ei - 

States, see also Table 10 for persons and Tc>ble 11 for children. 

- Replacing national with state median income, ^^.^J ^^^ersus 
column (4) in Table 8, inc ases the mcide,..-, of pc irty ove. cne 
SfSal sta^ard by less cnan the increase tound when using 
fn^tloiaf mSfan iLcxne starx^ard ^^e ovf f 1 di^^^^^^^ . 
■ in the amount of increase is roughly °^|,°IueP^atiSnal ^adian 

> just over one million less poor persons. As with the "^^^^"^J^^p^J^nt 
. \ income standard, poverty incre^,es in f.^^f^f ^ncrS^erS 

i^ the inciden^Tof poverty in high- income states is less than the 
^rcentage increase K poverty, incidence in low-income states. 

put another way, consider two states, Mississippi and New Jersey. 
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T^ie 10. Incidence of Poverty for Pefson$ by State and by 
Alternative Poverty Definition: -1970 Census 







(1) 


(2) 


(3). 

50 P^rceiit of 


(4) 

- 50 Pexrent of 


(5)* 






Current 


^Current 


Family Median 


Family Median 


Median 






Pover^ 


Standard 


Iipocne for 


Income for 


Inocms of 


Nam of Statv 




Standard" 


for Nonfazm 


^ Nation 


St^te 


all Families 



united States 13.9 

Alabama 25.7 

^Alaaka 11.5 

Axfizona 15.4 

Ackanais-, 27.5 

California U.2 

Oolorado v 12.6 

-<>»necticut 6.9 

Delaware 11.6 
Distri^ of Oolurbia 17.7 

Florida l6'.8 

Georgia 21.1 

Hawaii 10.3 

Idalv 12.6 

Illinois 10.4 

Ihdiana 9.6 

Iowa 11.4 

Kansas 13.8 

Kentucky 23.2 

Louisiana i 27.1 

Maine ' 13.3 

i4aryland 10.0 

.liassachusetts . 8.6 

Michigan 9.'4 

Minnesota /'10.7 

Mississipipi ' 35.3 

Missouri 15.2 

Montana 13.6 

Nebraska 1^.8 

Nevada 8.6 

Ncv Hamp. re 10.0 

New Jers - 8.0 

New Hex! 23.4 

New York 11.4 

North Carolina 19.9 

North Dakota 15.8 

^Ohio 10.2 

(Mahoma 18.5 

(iegcn-^ 12.1 

Pennsylvania 10 . 9 

Rhode Island 12.5 

South Carolina 24.7 

South Dakota 17.8 

t^ennessee 21.8 

Texas 18.7 

Utah 11.6 

Venont 12.3 

Virginia 15.4 

Washingtcn 10.0 

West Virginia 23.2 

WiscsCfWin 9.8 

Wycming 12.1 




14.0 

26.0. 
U.5 

15^.^4 

27^9^ 

11.3 
12.8 

6.9 
11.6 
17.7 
16.8 
21.3 
10.3 
13.0 
10.5 ' 

9.8 
U.9 
14. 1_.. 
23i: 
27^ 
13* 
10 :i 

8.6 

9.5 
U.3 
35.8 
15.5 
13.8 
. 14.4 

8.6 
10.1 

8.0 
23.5 
U.5 
20.3 
16.5 
10.4 
18.9 
12.2 
;.0.9 
12.5 
^5.1 
18.9 . 
22.2 

18:8 

U.'7 
12.4 
15.7 
10. l\ 
23.3 
10.3 
12.3 



22.7 

38.3 
19.0 
24.7 

4*^.0 
18.8 
21.7 
.U.3 
20.1 
26.5 
27.0 
32.2 
17.7 
23.7 
17.0 
17.5 
21.7 
23.7 
35.8 
39.4 
26.1 
16.7 
14.9 
15.5 
19.8 
49.8 
25.0 
25.2 
24:7 
15.8 



18. 

13. 

36. 

18. 

32. 

29. 

17. 

-30.3 

20.1 

18.9 

19.1 

36.^ 

33.1 

13.9 

30.0 

20.7 

22.2 

25.9 

16.9 

35.8 

18.0 

22.5 



22.1 


$ 9596 


33.3 


7263 


24.6 


' 12507 


23.1 


9206 


32.3 


6271 


21.7 


'10828 


21.7 


■ ' 9568 


13.7 


12045 


20.5 


10255 


28.3 


9606 


24.3 


8274 


30.4 


8174 


20.5 


11664 


18.3 


8405 


19.5 


11096 


17.6 


9967 


19.5 


9055 


21.7 


8725 


29.7 


7439 


34.0 


7527 


17.0 


8220 


19.0 


. ' U206 


15.4 


10981 


17.9 


^ 11174 


21.1 


9928 


40.1 


6068 


23.9 


8935 


24.1 


. 8547 


22.9 


8597 


17.9 


10779^ 


17.1 


9698' 


16.1 


US89 


32.6 


7845 


19.9 


10719 


27.4 


77:0 


23.5 


7836 


18.0 


10372 


26.8 


7720 


20.4 


9498 


16.7 


' 9568 


17.9 


9734 


31.8 


7620 


25.1 


. 7490 


27.7 


7446 


28.7 


8514 


17.8 


?342 


18.7 • 


8974 


24.4 


9076 


18.3 


10481 


27.2 


7414 


18.5 


10080 


21.9 


9030 



*In:idenc:G is defined as the percentage of the population of the st£t^ .^.are poor. 

SOUrCE: Oolunn (1) Special tabulations by Census . 

Oolum (2)' 'Specied tabulations by Census . 

Oolunn (3) Specietl tabulations by Census for Kahn and Miller. 

Oolism (4) Special^ t^abulations by Census for Kahn and Miller. 

Ooliam (5) U'.S. Oepertment of Ccrmerce* Social and Econpnlc Statistics 

AJministration, Bureau of the^Census; Detailed Characteristics » 
U.S. SuTiTBry [PC (l)-Dlij/ February 1973. 
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/Table 11. ^Incidence of Poverty for Related Children, 5-17 Years, by 
States and Alternative Poverty Definition: 1970 Census 

O ' — 



(1) 



^Current Poverty 

\ 



United states 



ArizcW 
Arlcansas 
.California 
Colorado 
Connecticut 
Delavjare^^ 

District CDlurbia 
Florida 
^"Georgia 
Kauaii 
Idaho 

IlllTJOlS 

Indiana 
Iowa 

Kansas « 

Kentucky 

louisxana 

Maine 

Ma^land 

M£tssachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Mevada 

rtew Kainpshire 
Nev; Jersey 
New J^exico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oreoon 
Pen isyxvania 
'•land 
Couth Carolina 
South Dakota 
Tennes5.«* 
l^eicas 
Utah 
Venront 
Virginia 
^ WashLngton 
West Virginia 
Wisconsin 
Wyoming 



15. 2\ 

30.5 
10.8 
17.6 
32.2 
12.5 
13.2 
6.9 
12.8 
23.4 
19.7 
25.2 
10.-9 
12.0.^ 
10.9 
8.7 
10.1 
12.9 
25.0 
31.2 
14.2 
11.1 
8.7 
9.0 
9.3 

15.0 
13.1 
13.6 
8.^ 

, 8.2 
8^4 

' 2a. 0 
13.0 
23.4 
17.1 
iO.l 
19.1 
11.1 
11.0 
12.3 
30. :i 

17,:, 

21. V 
10.1 
12.1 
18.3 

8.8 
25.1 

9.0 
10.1 



(2) 

Current Standard 
Using Nonfarro 
Equivalency 
Scale 



15.3 

30.8 
10.8 
17.6 
32.7 
12.5 
13.5 
, 6.9 * 
\12.8 
23.4 
19.7 
25.4 
10.9 . 
12.4 
10.9 
9.0 
10.6 
13.3 
25.9 
31.5 
14.2 
' 11.1 
' 8.'7 
9.1 
10.0 
41.5 
15.3 
13.2 
14.4 
8.9 
8.3 
8.4 
28.0 
13.0 
23.9 
17.9 
10.3 
19.4 
11.3 
11.0 
12.3 
30.8 
18.1 
25.4 
21.8 
10.2 
12,1 
.>8.6 
9.0 
25.3 
9.6 
10.6 



(3) 

50 Percent of 
{■tedian Family 
Incjore for 
Nation 



25.5 

44.2 

19.7 

28.5 

48. OL 

20.6 

23 v2 

12^2 

23'.> 

36.8 

31.5- 

38.4 

^0.7 

24.1 

19.0 

1S.2 

21.9 

2^.8 

40.3 

45«4 

29.1 

19. 1\ 

16. 2\ 

16.0 . 

19.f 

58.0 

25.9 ^ 

28.6 

26.6 

17.6 

17.8 

15.5 

42.7 

22.0 

37.5 

31.9 

18.7 

31.5 

20.2 

20,9 

20.2 

43,9 

35,8 

39.4 

34.8 

20.3 

24.4 

30.8 

16.1 

39.9 

18.8 

22.9 



(4) 

50 Percent of 
Median Family 
Inoccte for 
State 



24.9 

08.6 • 
26.9 
26.8 
37 .i 

24.2 

23.2 

15.0, 

24.1 

39.2 

28.2 

36.3 - 

24.2 

18.6 

22.2 

28.7 

19.3 , 

21.6 

33.0 

39.1 

18.6 

22.3 

16.7 

19.0 

21.2 , 

46.8 

24.4 

27.1 
24.5 
10.1 
16.4 
18. V 
38.1 
. 23.6 
' 32.2 

'i26.0 

*19.4 
27.5 
20.5 
18.1 
18.8 
38.8 
25.2 
31.9 
33.3 
16.8 
20.5 

• 29.2 
17.7 
29.6 
19.3 
22.4 



SOUFCE: Colum (1) Special tabulations ay Census . 

Colam (2) Special tabulations by Census . ^ ^.-i/ 

3 ^^^1 tabulations by Census Cor Kaln and Mil er, 

iSa^ 4 special tabulations by Census for Kahn and Miller. 

5 vf D^^^t of cSrerce, Social and E^x>rKcic Statistics 

^ ^LiSion, Bureau of the Census, retailed Q^acteristics, 
U.S. Suirury {PC(1)-D1], February 1973. 
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.persons arid families under one-half the median income.,of , 
Mississippi families. In fact, by the national income standard, 
<»ie-half of all the people of Mississippi are poor and nearly 60 
percent of- the children of Mississippi are poor, Itie reverse 
s true for New Jersey, a state whose median income exceeds the 
Rational family inedian income. That is, a state-based median income 
poverty standard is associated with greater New Jersey tpoor than a 
national-based median income poverty standard; The importance of 
these .issues will emerge in the next section when we discuss pro- 
gram inplications and alternative schemes for the distribution of . 
Federal funds. 

Program Inplicatipns 

Examples of Federa^ Programs Using Alternative Poverty 
Definitions ^ . 

Since the developnent of the current official poverty- thresholds, ^ 
a nuntoer of Federal statotes have incorporated aspects of a. poverty 
definition into the law's criteria for eligibility or disbursement 
of Federal funds. Title I of the Elementary and Secondary Education 
Act (ESEA) in- part determines eligibility for Federal funds to aid 
educationally disadvantaged school children based on the current 
poverty definition. 

y , > * 

Another example is the Comprehensive Employment and fining 
Act of 1973 (CETA), an umbrella act which incorporates tw6 poverty 
definitions. First, eligibility for participation in various man- 
power programs is made according to whether a person is "economically-; 
disadvantaged" or not- A person is "economically disadvantaged" (see 
Title VI, Section 94.4), if he is a member of a family receivi|ig cash 
welfare payments or if his annual inccxne doesjiot exceed the current 
poverty standard (our term,, not theirs). A second poverty definition 
is used under CETA to distribute Federal funds. As stated in Title 
VI, Section 95.2, paragraph (iii): "Twelve and one-half percent of 
the funds subject to the allocation formula be allocated on the basis 
of a prime sponsor's proportion of the number of adults in low-income 
families in all prime sponsor areas." A family is considered "low^incX)me 
if its income if its income is below $7,000 in 1969 dollars, in short. 
Federal funds under CETA are distributed based on a strictly absolute 
poverty standard, whereas eligibility for those funds within an area 
is set according^to "a relatively absolute standard, the current official 
thresholds. ESEA"^ and CFl'A are two examples of Federal programs using 
the current official poverty count; we can also point to Federal 
programs using median income poverty standards. 

The main purpose of the Housing and Community Development Act 
of 1974 was to direct housing toward the low- income population. 
Under this act the current official poverty criteria may be used 
to determine the "extent of poverty" except for adjustments as appro- 
priate and in the sole discretion of the Secretary, for regional 
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or local- variations in the inconfe and ^''^^^£.]^^f/^J^^ , 

bilitv for having assistance, listed xn Titl? >?se tnree 

S savf " Se term 'very low-income families' means . 
fJnis'llse i;;S;e does not f ce«a.50 pe^^f^^^^^^ 
family income for the area, as determined ^7,,*^^^^^!^^? -f/p^Jt of 

liSrdin^ to *ether a family, I, a "^^'-"TZ^m'^r^^ . 
adjustments for family size at^ other factors. deemed relevant. 

Title XX of the Social. Security Act is another example of the ? 
adminSiatfvelse'of a Poverty line based, on me^.a^^^ 

^o^c^ildren m|s - wh-^^^^^^ ' 
ins, family planning, etc; • No paj^ent^r. these^e^^^ 
made by families -whose income is less than the j^wer or 
cent of the median income for a family of four in the state, or 

115 percept of the median income within the state. ^ 

Listinq the various poverty definitions in-C*^"ent use is 

hOnrt-fhetical interest. Both definitions of poverty are in current 

another in terms of which states receive wh>ch fhare of Federal 
funds? By addressing the last question we may be able to answer 
part of the first question. ., 

The implication of Poverty Definitions on the Geographical 
Distribution of Federal Funds 

we next examine below several alternative schanes of dis- 
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as;^pc>sed jto W relative poverty standard. In this discuss ion,J 
-■"Weshaii refer Ito poverty counts of persons arid families. Finally, 
/ifi^keebing' with the particular interests of tne Poverty Task Force, 
,^e.wiU dxnparfe aspects of the relat,i:vei distributional impacts of 

allocating funSs to stated. under Title I, Elementary and Secondary 
■ Mucation/A'ct foendments, which "depends, irt part, on a Censi^sr-' 
Orshan^l^ -poverty line, with^he distributional impacts of usihg 
(a) o^ the current poverty I'ine, or (b) a poverty line defined 
as Slfpercent of "the family median .income for th? nation, as (c) 
a poverty line based on 50 percent of' the family.median income. 
f<K the state. " - , . 

/Allocation Implications from. Persons in. Poverty by State 
.'/ and Poverty Definition ^ 



\l 

/ - 



Table 8 lists data on persons in the.50 states and divisions 
" by population, current poverty standard;- the current standard with 

no farm/nonfarm adjust.T\ent, a relative poverty standard based on 
■ one-half family income- for all families in the country, and a- compar- 
able relative poverty standard using median income within a state*. ^ 
Data are from the 1970 CensOs. Within each of the five columns are 
' two entries',- the numeric total for the state or division and the 
fraction or percent of the total accounted for by the state. The 
numeric totals are included only for the proverbial interested 
reader. Our main interest lies with .the percentage figures. 

One might begin a discussion of alternative'^ distributional 
methods by suggesting that one part in fifty beg^ven to each state.. 
Such a scheme can be quickly d ismissed ^DJ±e-^?n5affls that states 
with large populations would j^eceive-less money per .person than 
sparsely populated^tafeesT^Prom this objection, one might offer- 
that a distM^ofionbased on relative number of individuals within 
a^^stateis a logical next step. For example", since Maine has roughly./ 
'9^ inillion persons, or 0.48 percent of the population for the nationi 
Maine should receive 0.48 percent of a total amount of allocated 
Federal dollars. « 

This per capita distribution scheme implies uniform needs 
between individuals. In particular, it considers the needs of a ^ 
poor person to be identical to someone j^hoUsn't poor. Many would 
object because densely populated^rea's such as the Northeast, which^^ 
have relativel-- few poor, wouM receive more than their fair share 
of Federal dollars. "If onetollows a criteria that Federal funds 
designated to poor persons should be allocated according to the 
location of those poor persons , then an alternative distribution - 
schone is needed. v . . 

More appropriately, a family of allocative schemes is 
obtained by considering different counts of poor persons under 
different poverty definitions"."" In columns (2) through (5) are 
the relative percentages of Federal funds that would go to each 



/ 

/ 

/ 
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st'dte-under. the four different poverty definitons.^ Table 8, 
colurims (2) through .(5), shows the relative percentages of Federal 
funds that would go to each state undet. four different poverty 
definitions. Whether one uses the current, poverty definition, - 
"column (2), or the current definition without a farm ad:]ustment, 
column (3), little allc>cative difference is seen. 

For instance, the sixteen states and the District of Columbia, 
an area called the "South" made up of South Atlantic, East South - 
Central, and West South Central divisions, would receive the largest 
share, about 45 percent of Federaf poverty dollars, if Federal , ' 
dollars were allocated to states on. the bas, • of the current poverty 
definition. The states in the South, in general, have a greater 
poverty percentage than a population percentage. This means that 
distribution of funds tb these states based on the official thresholds 
overcomes a needs difficulty presented with a strict per capita dis- 
tributional scheme, . 

What hapoens if we use a relative poverty definition? In this 
case, the absolute number o&poor increases in evety state. However, 
regardless of w hether one uses 50 percen t of national median income or 
■^(1 nprrpnt st ate medi an income, state s that n ave reiatiyely low 
average incom es would rece ive relatively less Federal doll ars witn a 
median inco me poverty stan dard than wit? i a distr loutional scheme Based 
on the curren t scores . The South under a national med^ .an«income 
standard would receive about 43 percent of total F^eral poverty ; 
funds. If a state median income standard were used, even fewer- Federal 
dollars, roughly 39 percent, would go to the South. On the other hand, 
telatively high-income states,^ such as New York and New^Jersey, etand 
to receive more Federal funds under a relative poverty def initwn. 
Between the two relative poverty definitions, use of a state median 
income results in more funds allocated to richer states and less funds 
allocated to poorer states. 

- Use of .a national median income poverty standard can be generally 
stated as treating individuals or families in the nation ^equally who 
are equal in some reference category such as family income. However, 
state median income°poverty standard says that a family with a lyey 
annual income of $5,790 was poor if they lived in New Jers^^Jufe= 
not poor if they lived 10 miles away in New York. New^pSey 
will receive relatively more poverty dollars than Nev^rk, pos- 
sibly because relatively more very rich persons livTin New Jersey 
than New York. The point is that horizontal eqiy*y distribution 
norms can be approached locally, as for person^withm a state, 
or- 'nationally. If one allocates funds on the^lEormer basis, the pre- 
transfer existence of rich persons in the ta^e serves to attract 
more Federal funds, but that is very similar to what is done under 
several existing Federal allocative schemes. 



Allocative inplicatipns from Families- in Poverty by State - 
and Poverty Definition""^ 

. - ' r " . , > ' 

^ Table-9; presents data for families conparable to data presents 
in Tabie 8 for persons* AlthGugtf^h&"'aii<3ca^ 

between the two tables^ quite similar patterns emerge when comparing / 
allocative weights within a given state across different poverty i ' 
definitions, v.,The important points ^re: (1) tn states with high 
_{l6w> avetage family income , use of a relative poverty definition 
instead of the current definition increases (lowers) the percentage of 
national funds allocated to the state , and (2), within the category of 
relative poverty definitions, use of. a standard based, on 9tate median 
inc^fe lowers (increases) the percentage of national funds allocated to 
states vwith median incomes below( above) the- nation^ average. 

Geographic Distribution of Poor Children with 1970 Census^ata 
and Title ESEA 

Poverty Definitions of Title I of the -1974 Elementary and Secondary 
Ec^ucatioi^ |Act ' ' . ^ 

The definition of poverty one selects can affect the eligible, 
population and the distributidri'of funds for Federal programs/ However 
it is seldom the only factor* For example, the distribution formula 
used under Title I of ESEA to determine the eligible population in 
each state, involves counting three groups: children 'from families 
defined as poor under the official poverty standard; plus .,two-toirds 
of the children in families on Aid to Families with Dependent Childribn 
(AFDC) with income above the current year official standard for a 
family of four;^.plus children in state institutions such as those for 
orphaned or delinquent children. 53/ The actual payment rate depends 
not only on eligibility, but on' tHe^vailability of E;ederal funds and 
a cost-of-schooling-per-child s^ale factor. It is useful to examine 
the effects of alternative ppv^ty measures on^the distribution of ^ 
Federal funds in the contejct of these other factors. However, it is 
beyond the scope of this4>aper to analyze fully all the ramifications 
of alternative distribi^ion formulas. Rather, in order to illustrate 
the general direction of changes in the context of the other factors, 
a descriptive treatment of simplified versions of the eligibility 
criteria of the^Title I formQla of the Elementary and Secondary Educa- 
tion Act is presented in the section. 

First, we examine only the count of pdbr school-age children and 
consider the effect of annually distributing the estimated $1.9 billion 
dollars to the states under Title I of the Elementary and Secondary 
Education Act if the actual ESEA scheme were based only on the count . 
of poor school children and did not use the adjustments for AFDC 
participation, per-pupil school costs, and the smoothing technique 
of 1^-adjusting actual payments in one year based on a percentaige 
of the previous year's actual payment. 




- mie 12, columns (3) through (6), shows \variety .of coun.ts_^ . 

^SMo^rable joverty ^ount infor^^ 
as an allocative ^"teria, th| relatr^^^ 

&e^s S^allocatiye weights shown" ir^^he (b)^ colurms^^l^^ 
rhildren defined a^ educationally disadvantaged according tol . 

M ci^nS IT'ti^^^^^ in 5-^- fe^^^fSi^stS^a- 

Sr^holdr$2.000.per family, was '^^P f^^,^^ Ve i965 S?L I ' 
ard, a relatively ^^';^}:^''^^tt wS basS on the sum " 

standard, us^ ^° f^^Jl'^S 5 t^H Jeir^^^^ families with 
of two groups: [J) ^^^^^S^^^^aing to the 1960 Census; and (2) 

S;Lrfa^"n^^^^^ 

By -the early= 1970 ' s, AFX participants had ° Se I^u^d ^ 

toat the AFDC factor was a dominant factor J" ^^/^^ .mendS ->^^ 
distribution formula ^"soJS™^ ^^'^ 

Sirds of the AFDC children. The entries m column (1) are-made 
with the amended Title I. 

in the temaining, sections we use the ^"9^";"/.^^ j^tlon 

r^SabuSonf with anawlthout the AP^ ^ 
AFDC add-on means the hypothetical Title ^ ^ Por 

- :2Sn;JhlisUibutIons ,^lied by use of ^-n family^. 

■ poverty standards, where median xncome is fi'^f ,"a^,^°"J^^'?^i^ 
Ke and next state median income.- «^„J°"f,"^5y3°^^5.'SiSren 

" allocative scheme based on weighting counts °f PJ'^^^^^?^ 
by median family incomes for states. The weights are intended, 
to reflect vertical equity considerations. ^ . 

,7p^, school Children count Repl aced Title I Elic-- lity Criteria, 
Current Poverty standard 

Assun^ the basis on which to allocate Tltte JI 
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rl ^^UrAix 12. fom ^M' PerS^^of "^PTO^ ReUt^ Oifldren Ag^'S lb 
r ■■ ^ stateV arid BoyeHy Def (in thousSncls) , 



/ Table 12. 



<1> / / 
Estimated/EUgihl- 
5-17 Popdlatim - 
PL TiUe I 

for ry^m 



(2) 



Eligible under 
1972 Title I 



\ (3) \ /*\ . * (4) 

'^Nacber w^tela CXunrent Powerty 

iK rovK^ usmnt for Nonfarm 

Dd^ijiion fx Mjustments 



/' 



•7 

T&tal 



b a 

f^oentage 

of National 

^tal "total 



b 

Percentage 
of National 
Total 



/ . \f /National V^"' X 
"total TOtal"% 1 ftotaTv- Ibtal // 



U.S. Ttotal 8705.6 

New E^land 333.8 

Maine , - 40.1 

New.Hohpeiiire 17.2 

Venxdt 15,8 

Massachusetts 157^.6 

Rhode Island 29.6 

Qxinecticut 73.^5 

Mid Atlantic 1384.-6 

New York 788.8 

New Jersey .215.8 

Pennsylvania 380 . 0 



East North 
Central 
Ohio 
Indiana 
Illinois 
Michigan 
Wisconsin 

West North 
.Central 

Minnesota 

loMa 

Missouri 
North Datota 
South Dakota 
Nebraska 
Kansas 



1271.3 
290.8 
133.2 
^ 390.7 
325.9 
- 130.7 

559. S 
115.5 
83.6 
178.7 
28.1 
36.0 
48.0 
69.4 



South Atlantic 1656 . 1 

Delaware 18 . 8 

Maryland 127.0 
District of 

COluttoia 46.9 

Virginia 222.8 
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5567.4 

.49 5.20 

27.4 .50 
9.9 . .20 
9.3 ■ .20 

/ 146.5 2. '60 

/ 25.8 ' .50 

64.5 1.20 



7930.2 



3.39 i 



15.90 
9.O6 
2.48 
4.36 



1296.7 
747.9 
223.6 
32512 



908.7 
217.5 

73.6 
315.1 
232.5 

70.0 



23.20 
13.40 
4.00 
5.80 



10298 
^(S2.4 
150.6 
' 316.8 



10385 / 
284.8 / 
119.4/ 
306.f 
219^ 



13.1QI 



19.03/ 
.22 
1.46 



i725.0 
^'10.8 
97.0 

43.7 . 
110.8 




8030.0 




T 2687 3.3! 

/ 36.4 .45 

' 15.7 .20 

. li.3. .18 

121.8 1.52 

28.1 ^ .35 

52.4 .65 

10330 12. 86 

563.7 7.02 

151.1 1.88 

318. 2 3.96 



10580 13.18 

288.7 3.60 

123.3 1.54 

308.9 3.85 

222.1 2,77 

115.0 1.43 



5598 6.97 

104.4 1.30 

'^"^ 78.0 .97 

\ 180.9 2.25 

\3i.7 " .39 

X4.3 .43 

5!5^6 .69 

74 .93 

5^X20.77 
%23 




1667.5 
18.8 



2407.6 18.4/ 

' 35,4 ,27 

227.0 1.74 

65.8 ,50 

345,2 2.65 
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Uto Vf tliis' sta^^ implies, of cpurse, adjustirients for family 
,sizer 4n<3 c<M^ age and *sex of ^family head, and farm/non-^ 

,farni, adji^trnents. The percentage^ entries for -the of f icial standard 

in column {4b) can be compared to the corresponding figures in 
-TOlurm- (lb), which show cQrrent Title I percentages, for several 

states, such as flaine, Iowa,- or*Hawaii,;the relatiye^shaire of 
.{federal funds received would change not at ali'or'only slightly. 
'•Fpr other states, notably those in the Mid Atlantic and, East South , 
.dwitrai areas, rather, sharp differences emerge. These changes are. 

atttributable to the exclusion of ^he AFDC add-on in the column (4) 

figures. For example, under, the existing Title I standard n^farly X6 
. percent of the population of?Title I eligibles reside* in Mid Atlantic 

states. Were eligibility determined .solely by the current poverty » 
iOfficial.staindard, these states wou\d have roughly 20 percent fewer 

Titje I feligibles. The opposite effect ocpiirs in the Eeist South 

Central. States and other states with relatively low AEDC standards.' 

Would such shift in the allocation of funds be desirable^ 

\ One can well imagine that^t±p degree of *;desirabilitiy" .esti- 
mated from the allocative shift might Sepeaid op many factors^ such 
as where* one happened to live, the level of family income^ and the 
presence of children, one criteria, one less subjective th^^ the 
attitudes of individuals, such as state legislators who set'AFDC . 
standards, is target efficiency. By this criterion states should 
receive Federal ^ucational fund juppleraer\ts in proportion to'the • 
number qf ^^educatipnally-disadvantaged school children (estimated by« ' 
the number of inicon^-disadvantaged, or poor school, children) in 
the state. Target efficiency may be better served by a distribu- 
tion scheme based only on a definition pf poverty, 
^ , . ' ^- * ^ • / ' 

If one accepts ^:he goal of target efficiency in Title I fund dis- 
tribution and that such a goal is served by a single poverty definition 
allocative scheme, one must next address the issue of which poverty 
definition should be used. What are the feffects; of selecting as a 
distribution base the existing definition or a relative poverty \ 
definition? Furthermore, what difference do refinements such as 
farm versus nonfarm scales and state versus national family median 
incomes make with regard to the digtribution of Title I funds? 
Finally, is it sufficient to count merely the poor school children? 
Is it. not desirable to incorporate, in some way, an estimate of relav- 
*tive need in the allocation of Federal funds? We next examine these' 
issues. \ ' 

Table 12, columns (4a) and (4b), shows respectively, the totaj 
numbetvof poor school children by state using the current official 
standard without a farm adjustment. The decimals in column (4b) 

. can' be regarded as weights to use in distributing Federal funds. 

•'*For exanple, if $1 billion were to be distributed among the 50 
states and the District of Columbia solely on the percentage 
of the na,tion*s poor children in a^particular state, with no 
cost-of-schooli^ig adjustment facto*:, then the state bf Maine 
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would tefteive 0.45 percent or .$4.^ tniUion. I^^g^^^^^fi^^^^^ 
^ota7minor diff fences in th^figur^^s in columns (3b and 
r4b)? in other words, dropping tfhe f ^r^^P^^erty ^^^^^^ 
ferential in the current poverty standard would inak^^^^ 
^difference in the relative Allocation .of Title I f^^5-^^^^^ 
Sttfer aistj:ibution formula were based only on coimt- of poor 



childr^ 



-Pa k 



Itelative Poverty Star., :d with Natioiial ^^ily Income Median 

If one counted poor school^filldrdn using a "^elatiVe poverty . ^ 
definition instead ofthe curflnt official poverty definition, what 
dS Sis iJplv with regair^ to the geographic distributpn of poor 
cSw^^i aid^ti^e asso^S?ed allocat-- of Federal fund^' to the various 
Satfsf Sf addition, within a relative poverty definit^ion, we again . 
foJS on tSeiit^ct iade by the choice of a state versi^s a national • 
^median incoitre standard. Finally, we compare each relative poverty 
definition tOf the current method of determining eligibility for Title I 
^fimds. r ■ ■ 

- Consider Table 12 and" the entries in coluims (4) andJ5). If^^^^ 
one counts poor childrer. on a relative income oasis, t^ere is roughly 
a 66 percentincrease in the number of poor children over the official 
definftion'Lthod Ht^is is a national average Bet^ various 
states certain patterns emerge. First, '^o-^ce the effect on states 
• with large popu?.ations, including many poo*- children. Nearly one 
oit of threT^xjor children using the relative poverty definition 
' ??Je in eiSefSew York, Pennsylvania, Illinois, ^exas, or Cg^ifornxa. 
pir New York, Pennsylvania, a^-^ Illinois, northern states '^^^h large 
SbaS center;, the Relative a>. nt Of poor children, increges if 
• one uses ..a poverty standard based on median income., Texas 

" Id-TaTifornia, the number of poor children increases absolutely, 

St as a percent of the nation's total poor children, declines 
* are obser?S! Next, consider the states by iiicome extremes. The 
■ Mid Atlantic and East North Central States, m general, la 1969, 

had SSS^ faSly income above the national Ji^-,,^?,^?;S"|^;tes 
the south Atlantic, East South Central, and West f^^h Central States 
below national average family incomes. Werefer to the^former as 
relatively rich and the latter as relatively poor. In the relatively 
rich sStes, replacing the current official poverty measure with a 
^ia^-So^e-b^sed relative poverty measure ^f.^f . 
number of poor children. For the relatively poo? states, the same 
^ Se leadTto a lower percentage of the nation's poor children. 

Relative Poverty Standard with State Fa mily Income Median 

we can extend the conparison to include relative Poverty 
based on one-half of median income for the states by conparing the . 
Ses in columns (4b), (5b), and (6b). Two important results^ ^ 
^rll ?or thTrelatiiely rich states, we find use of state median 
!S*nea? y doubles the Imter of poor children over the official 
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nieasL es and also causes a rise in the percentage of the Ration's ' 
poor round in those states. For the relatively poor states, there 
■is an absolute increase in the nurnber of poor phildren as we change 
pbvetty definitions from the current definition to one based on / 
State- median income, but this increase is so small that relatively 
t.-**^!' poor children are found in those- states than before. 



A second result is that regardless of which median income/ 
standard is choien, state or national, a relative poverty standard 
■results in relatively more poverty among school. children m ricner 
•states than if one uses the official definition. , 

•For a dis'tributional vipw. richer states will r eceive Relatively 
mbxe funds th an poorer states- on an al.locative scnemeljased on 
either median income poverty definition a s opoosea to a di^triDution 
, -..^.hp>me -ba sed on the current standard. . Seconclly^ within t^e relative 
poverty definitions, a state-baskd median ineeme poverty, standard 
inplies more funds, for richer states and less funds for ^^rer states 
than would occur if a national median income were used. 



The premises underlying thle. above conclusion are that (a) the 
distribution of Federal funds to impoverished school children is 
based solely on poverty county, not poverty counts and AFDC partici- 
pant counts, and (b) cost-of-schooling adjustments d^not affect the 
main qualitative conclusions./ Khan and Miller reached the conclusion 
that absolute versus relative poverty definitions wopld not appreciably 
alter=the allocation of Titlk I funds among the states. However, 
they sought to replicate thd actual Title I eligibility and distribu- 
tion formula, whereas I delfbiFitery eschewed the. AFDC participant 
adjustment which has regional implications. ^ In addition. Khan and 
Miller made no adjustment /fbr family size and composition or farm/ 
nonfarm residence when cokip'aring absolute and rela,tive poverty. 
Given the "importance of ^divalency scales from a /conceptual stand- 
point, it is possible tr itheir estimates of Title I impacts were 
affected by not adDustin^ -rpr equivalent income. ,54/ -What^are the 
distributional implication^; of continuing to assume school costs 
do not matter and replacingUhe Title I eligibility criteria with 
a relative poverty def initipn? To answer this question compare the ^ 
entries in columns (lb) and\{6b).. What such a comparison reBlly 
reveals is the- impact using relative measures as the basis for 
distributing funds, rather than the present formula which .includes 
consideration of AFDC count as well as poverty counts. As AFDC 
eligibility rules do not cluster acc:>rding..to census area, it is 
difficult to generalize. For southern states, there is a slight 
"tendency to increase the percentage aligibles using a national 
median income poverty -standard and decrease, the perv^entage of ^ 
eligibles using state median income poverty measure'. For north- 
ea^*-.-^rh' states, 'use of either median income standard reduces the 
E.^' ^nt^ge of eligibles below that currently in use for Title I. 
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Alternat jive Distr ibution 

' - Table 13 shows several illustrative Federal fund ^1 locative 
\ schemes under several poverty definitions. Poor school-aged children 
Xounts form the base on which the allocative weights ace built, 
ckumns (1), (2), and/ (3) show, respectively, off iciaj definition 
national median, income and state median income poveri+y counts. 
These entries repeat the, column percentages of Table 9. As we 
mentioned earlier, under a distribution formula based' on the num- 
ber of poor in a state as a 'percentage of the nation'/s poor, 
relatively rich states stand to' receive more? funds than poorer 
states if one uses a median poverty definition than with the — ^ 
current poverty definition. Is such a result reallV fair? \ 
■niat is, many would agree that such an. effect runs ^ounter to 
the concept of vertical equity. Vertical equity issues are usually 
raised with regard to compari<3ons of, for instance,; tax burden on 
individuals of different income levels. Comparing /states of diP^ 
■ ferent income levels is cir/dlar, but not exactly tlfie same thing. 5 

I 

If we assume that tho income distribution shapes are similar ~ 
' from one state to another and that only the median incomes differ, 
then one way to achieve parity between the distribution of Federal 
funds to poor school children in a relatively low-j.ncome state and 
poor school children in a relatively rich state is fco weight the counts 
of "poor students by the reciprocal of the median/ income of the state, 
^ in this manner, one can avert the questionable distributional con- 
sequences note'd above when we based distr ibutior) schemes solely 
on a median income poverty definition, especially state median 
income. , , ' 

Columns (5), (6), and (7) present relative allocative weights 
associated with official definition, national 'ijnedian income, and 
state median income poverty standards, respectively. The effect 
of adding the inverse of state median income i;'s to allocate fewer 
Federal funds to states that are already relatively well-off. 
For example, according to Table 9, column (Dj, which shows entries 
''or Title I allocative weights if current elifc?ibility criteria were 
used as a distributional criteria, shows thalf New York would receive, 
over 9 oercent of the nearly $1.9 billion distributed annually under 
Title l". This assumes no school cost adjustment in the current scheme, 
but includes AFDC participation. If we dro^ the AFDC factor in the 
current scheme and base an allocative scheme on the percentage of the 
nation's poor children livirig in a state and weight that scheme by 
the inverse of average income in the state; New York, according 
to Table 10, column (5),. would receive 5. 78, percent of total Title I 
funds. Similarly, Illinois, now receiving,' 4.49 percent, would receive 
3.05 percent under the, revised scheme. Relatively low-income states, 
however, would experience the reverse tendency. South Dakota in 1969 
, had a median family income of $7,490 as opposd to $9,560 for the na- 
tion. Hence, South Dakota would increase its share of Title I 
funds from 0.42 percent to 0.50 percent. ! -The lov; increase reflects 




Table 13, Poor, Related Schoolchildren*: Weighted Distributional Schemes 
Alternative Poverty Counts and State Median Family Income for 1970 
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gland 

New Itorpehire 
Vermont- 
Massachusetts 
JUY)de 'Island 
Connecticitt 

Mid /\tl2uitic 
New York 
New Jersey 
{>ennsylvania 

Castjtorth Central 
Ohio 
Indiana 
Illinois 
Michigan 
Wisconsin 

Wnst North Central 
Minnesota 
lova 

Missouri 
Itovth DaJcota 
South Dakota 
Nebraska 
Kansas 



(I). 



Poverty Nunbers 
Based on Current 
Poverty Itircsholds 
(Nonfarm) 



8030.0 

268.7 
36.4 
15.7 
14.3 

121.8 
28.1 
52.4 

1033.0 
563.7 
151.1 
318.2 

1058.0 
288.7 
123.3 
308.9 
222.1 
115.0 

559.8 
104.4 
78.0 
1U0.9 
31.7 
34.3 
55.6 
74.9 



(2) 

Poverty ^^«lters 
Based on One-Ilolf 
National Median 
Family Tnocnie 
Usino SSf\/ Nonfarm. 
Equi. valency Scales' 



(3) 

Poverty NUrbers 
Based on OncHIalf 
State Median Family 
Income Using SSA^ 
Nonf arm Equivalency 
Scales 



(4) 



1969 Modian 

Family 

Inooene 



(5) 

Allocatiotu.^ * 
Schene Set^ty 
Percentage of 
Nation £or 
Product of 
Ool (1) X 
l/Ool (4) 



.(6) 

Allocation 
Schene Set 
Fcrccntage of 
Nation for 
Product of 
Ool (2) X 
1/Col (4) 



.13349.2 

471.9 
47.5 
33.8 
28.0 

226.5 
42.6 
92.7 

' 1835.4 
952.9 
277.3 
605.2 

1929.3 
525.2 
250.6 
537.1 
391 a 
225.3 

1034.4 
206.7 
160.6 
306.2 
56.6 
67.7 
102«6 
134.0 



.13007.3 

494.4, 
47.5 
31.2 
24.1 

233.9 
43.0 

114.7 

1881.9 
1024^6 
334.3 
523.0 

2155.0 
547.6 
282.5 
628.3 
465.0 
231.6 

^61.5 
221.4 
141.7 
288.3 
46.1 
47.7 
94.7 
121.6 



9596 

10731 
8220 
9698 
8974 

10981 
9734 

12045 

a0472 
10719 
11589 
9568 

10660 
10376 
9967 
11096 
11174 
10080 

9017 
9928 
9055 
' 8935 
7836 
7490 
8597 
8725 



2.84 
.48 
.18 
.17 
1.22 
..31 
.47 

10.86 
5.78 
1.42 
3.64 

10.88 
3105 
1.35 
3.05 
2.17 

- 1.25 

IS. 90 
1.15 
.94 
2.22 
.44 
.50 
.70 
.94 



3.12 
.40 
.24 
.22 

1.43 
.30 
.53 

12.24 
6.18 
1.66 
4.40 

8.59 
.64 
.61 
3.36 
2.43 
1.55 

8.06 

y 1.44 

1.23 
2.38 
.50 
.62 
.83 
1.06 



(7) 

Allocation 
Schene Set by 
Percentage of 
Nation for 
Product of 
001,(3) X 
l/Ool (4)^ 



3.24 
.40 
.22 
.18 

1.48 
.30 
.66 

12.48 
6.66 
2.01 
3.81 

14.09 
3.68 
1.97 
3.94 
2.90 
1.60 

7.47 
1.55 
1.09 
2.25 
.41 
.44 
.76 
.97 
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(1) 



-o 



South Atlantic 
OelaMare 

Maryland " ' ; 
District of Ooltirdsia 
Virginia 
Ifest Virginia 
North Carolixw . 

- South Carolina 
Georgia 
Florida 

Bast "south Central 
Kentucky 
Tennessee^ 
AlabaiTa 
Mississippi 

Vtest South Central « 
Arkansas 

- —Louisiana 

(Mahcna 
Texas ^ 

{fountain 
Montana 
Idaho 
Wynming 
Colorado 
New Mexico 
Arizona 
'Utah 
^ Nevada 

Pacific 

V4^@hington 

Oregon 

California 

Alaska 
. Hawaii' 



1667.5 
18.8 
113.3' 
39.3 
219.3 
113.6 
314.4 
221.0 
#3.2 
314.6 

1027.6 
217.1 
256.8 
288.3 
265.4 

1270.6 
163.4 
330.2 
122.7 

' 654.3 

355.7 
25.9 
24.2 
9.5 
80.3 
88.1 
85.0 
31.6 
11 .1 

789.1, 
79.0 
59.5 
. 619.5 
. 9.1 
22.0 




(4) 



i5) 



8564 

10255*" 


.22.06 


.,20 


" 11206 


1.10 


9606 


.44 


9076 


2.fii 


7414 • 


l.GQ 


7770 


4.43 


, 7620 


3.17 


8174"^"' 


,4.20 


8274 


4.16, 


7166 
' — -7439_ 


lfr*i2"" 

^"''^^3.19 




"==^1^.78 


-7263 


'4.35 


6068 


4.79 


7964 


17.83 


6271 


2.85 


7527 


4.80 


7720 


1,74 


«514 


8.42 


9112 


4.40 


'8547 


.33 


' 8405 


• 32 


9030 


.11 


95^ 




7845 


1.23 


9206 


.1.01 


9342 


.37 


10779 


.11 


10691" 


8.01 


10489 


.82 


9498 


.68 


10828 


6.27- 


- 12507 


.08 


11664 


,20 



• a. 88 
.23 
- 1.^0' 
,44 
2. 
1, 
4. 
2. 
4. 



79 
68 
41 

87 
03 
23 



SOUiCE: Special 1?abulaticns prepared by the ^eau of the Ce^ 
Colwn (1)V Same as Colum (4), Table 12. 
Colum (2), Sane as Coliiwi (5), Table 12. 
Colufin (3), Same as Colum {6), Tible 12. 
Coltm AA), Sane as Colunn {S), Tahlo 10. 



15.08 
3.16 
3.72 
3.95 

.4.25 

17.36 
2.66 
4.40 
1.79 
8.5^ 

4,81 
.45 
.39 
.15 
1.00 
1.18 
1.03 
.47 
.14 

8,62 
..94 
.78 
6.57 
.09 
.24 



19.97 
.24 
1.41 
.47 

2.65 

1.25^ 

3,80 

2.54 

3.81? 

3.80 

12.52 
2.59 
3.02 
3.47 . 
3.44 

15.61 
2.06 
3.80 

. 1.57 
8.18 

4*45 
.43 
.30 
.15 
1.00 
1.06 
^ .97 
,38 
.16 

9.95 
1.03 
.79 
7.71 
.13 
.29 



'^<e f act that relatively few poor children live in South . i 
DaKota* foot southern states with many poor children,- such as , 
-T^abarna, would .stand to" increase their/ share of- Title I funds 
frOT-3^J.6 percent to 4.3f^ percent. O^^her coitparisons can be made 
fo^/ptlier states. , • . \/ ' ^ 

/ t'^VSeveral criticisms can be made^ of the proposed-alternativ^ - j;^ . 
Ti^le^X distribution scheme. F^isi, the data base reflect 1969 " 
/cofilitions vrtiich may. not be relevant today in 1977. This points 
^.to a need for staterreliabji^'incdne data to be collected more fre- 
quently than every ten years. The current official poverty lines 
are. updated each year by,vthe.epjC/J^^ changes in the relative geo- 
graphic location of the^poor are not estimated, in the alternative 
schene we, propose' (or^'^'in the <?urrent Title -X~-sch«ne) . Secondly, 
tile goal of Title jE^is to provide aid to educa,tiona*ly disadvah- 
taged\childr^n. .Jife have- not provided school-district-specif ic 
poor counts. / ♦'^ 

* . A third criticism Alio points to the need forjgore data. 
Implied in the state income-weighting procedureHtsthe assunption 
that real income does not vary between states*, This assumption is 
'consistent with .most Federal administrative uses- of SSA poverty 
. standards, but may be an incorrect assumption. If high-incGme 
states also have high relative prices of goods and services and if, 
high-income states have relatively greater gaps between their edu- 
cational needs and their local fiscal capacity., then use' of the income 
inverse weight may have been too severe in high^ income states.^ What 
is needed are state-$pecif ic measures of real gaps between needs and 
fiscal capacity. As an intermediate, step in this process, state- 
specific average prices for goods and services could also be used' 
to adjust current poverty lines. 

,We conclude that these criticisms are general criticisms 
which' can* be appli^ to the current Title I schone and- are not 
unique to the alternatives we examined. 

Two alternative distribution schemes are shown in columns (6) 
and (7) of_Table-13-, — These are based on the relative poverty stan- ^ 
dards'weTiavebeen discussing plus the income reciprocal used to , 
weight current poor children counta- — ^The-entr-ies are provided for 
interested readers. ^' 
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. - CONCLUSION 

" .^■"■'Phis-, paper includesra. general view of important issues one 
must consider in developing economic definitions of poverty. 
How the poverty standard is set and how it is adjusted over time 
are two impdrtant aspects in distinguishing the two main alternative 
poverty definitions: absolute and relative poverty. In-the concep- 
tual section, we also review carefully the components of income, 
equivalency scales, and-geograpHic cost-of-living differences, each 
anv^tiportant aspect of the current official poverty standard and ot 
relative ;poverty measures. " 

•In the empirical section, we compare poverty counts with the 
current off icial .poverty definition to one based on one-half median 
family income. Comparisons are made according to chaif^cteristics 
of the pbor and geographical location of the poor. Changes poor - 
family characteristics and geographical distribution between .196/. . 
and 1973 were also examined. Finally,' we examine empirically 
selected examples of how choice of a poverty definition alters 
the distribution of Federal funds to the states. No exact distri- 
bution formulas are used, but the directional changes in relative 
allocation weights associated with the current definition versus 
medium income-based poverty are probably reliable estimates of ^ 
actual directional changes. Within the program rev rewr particular 
attention is given to Title I, ESEA, implications. Several altert^ 
tive schemes to the current Title I allocative formula are developed 
for illustrative purposes which are based, ih part, on relative 
poverty definitions. 

To be "officially," "statistically" poor in this country^has 
meant, for the last decade or so, to have an annual income which 
is b«low the appropriate cell in the 124-Gell-matr ix of official in- 
come thresholds.~^-In recent years, however, increasing program use 
has been made of a median income-based poverty standard. Aside trom 
a review of conceptual problems common to either poverty standard, 
the maini contribution of this paper has been an- empirical, tabu- . 
lar analysis of these two concepts of poverty. 
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